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Foreword 

Employers'    liability    laws    have    perhaps    been    the  Employers 
most  fruitful  source  of  worry,  dissatisfaction  and  fric-  Laws 
tion  to  the  employers  and  wage-workers  of  the  United 
States.    It  is  freely  admitted  that  looking  at  the  subject 
from  the  humane,   economic  and  legal  viewpoint  our 
present  system  can  be  changed,  and  ought  to  be  changed. 

Members  of  the  National  Association  of  Manufac- 
turers have,  during  many  years,  manifested  practical  in- 
terest in  the  prevention  and  relief  of  industrial  accidents. 
Some  have  established  in  their  own  plants  private  sys- 
tems of  relief  and  prevention  which  have  attracted 
national  attention. 

Impressed  with  the  continually  increasing  importance 
of  this  subject,  its  appeal  to  justice  and  humanity,  and  its 
relation  to  widely  proposed  changes  in  the  nature  of  em- 
ployers* liability,  a  special  committee  was  appointed  to 
investigate  the  whole  question  from  the  viewpoint  of 
the  progressive  employer. 

After  a  thorough  inquiry  among  the  employers  of  the 
United  States,  resulting  in  the  receipt  of  10,000  replies 
to  the  Committee's  interrogation  sheet,  a  report  was 
placed  before  the  annual  meeting  and  resolutions  were 
adopted,  of  which  the  following  is  a  part. 
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Resolutions 
National 
Association  of 
Man  u  f  acit  lurers 


European 
Investigration 


' '  Whereas,  the  National  Association  of  Manuf actarera 
occupies  a  leading  position  in  all  constructive  work  for 
industrial  betterment  and  particularly  for  harmonionB 
relations  between  American  employers  and  wage-workers, 
and 

''Whereas,  the  United  States  is  less  advanced  than 
progressive  European  nations  in  respect  to  employers' 
liability  and  industrial  accident  indemnity  to  the  detri- 
ment of  the  nation,  its  institutions  and  its  people; 

* '  Be  It  Resolved,  that  the  present  system  of  determin- 
ing employers'  liability  is  unsatisfactory,  wasteful,  slow 
in  operation  and  antagonistic  to  harmonious  relations  be- 
tween employers  and  wage-workers ;  that  an  equitable, 
mutually  contributory  indemnity  system,  automatically 
providing  relief  for  victims  of  industrial  accidents 
and  their  dependents,  is  required  to  reduce  waste,  liti- 
gation and  friction,  and  to  meet  the  demands  of  an  en- 
lightened nation ; 

* '  Be  It  Further  Resolved,  that  prevention  of  accidents 
is  of  even  greater  importance  than  equitable  compensa- 
tion to  injured  workers. ' ' 

To  continue  the  investigations  undertaken,  the  Asso- 
ciation authorized  Mr.  Ferdinand  C.  Schwedtman,  Chair- 
man of  the  Committee,  and  Mr.  James  A.  Emery,  Special 
Counsel,  to  visit  Europe  for  the  purpose  of  personally 
observing  the  operation  of  the  prevailing  systems  for  the 
compensation  and  prevention  of  accidents.  Combining, 
as  these  two  men  do,  a  thorough  legal,  engineering  and 
business  training,  together  with  many  years'  experience 
in  organization  work,  they  seemed  especially  well  quali- 
fied for  this  difficult  role.    The  information  thus  gained 
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is  most  gratifying  to  the  officers  of  the  National  Asso- 
ciation of  Manufacturers,  and  to  the  men  who  are  acting 
as  members  of  the  Advisory  Board. 

This  volume  presents  the  results  of  a  four  months' 
investigation.  It  is  not  a  broad  treatise  on  social  insur- 
ance. It  contains  practically  no  data  on  sickness,  in- 
validity or  old  age  pensions,  but  deals  only  with  accident 
prevention  and  accident  relief  for  injured  workers  and 
their  dependents.  Nor  does  this  volume  cover  complete- 
ly the  details  of  the  systems  of  the  various  European 
countries.  It  was  found  that  the  systems  of  England 
and  Germany  contain  practically  all  the  principles  and 
the  experience  which  is  required  for  the  building  up  of  a 
sound  system  in  the  United   States.    Therefore,   this  pro^esaive 

•^  '  Humane 

volume  describes,  with  much  care,  the  methods  of  these  viewpoint 
two  countries,  and  it  throws  such  light  upon  various  other 
national  systems  as  seems  necessary  to  convey  a  rea- 
sonably complete  understanding  of  the  whole  subject. 

A  number  of  excellent  books  have  been  written  of 
late  on  the  subject  of  this  investigation,  treating  it  in 
its  economic,  legislative  and  sociological  aspects.  This 
volume  is  such  a  combination  of  these  viewpoints  as 
seems  necessary  to  cover,  in  condensed  form,  the  prac- 
tical  needs  of  the  progressive,  humane,  American  em- 
ployer. 

National  Association  of  ilANiFACTruEKs 

OF  THE  IGNITED  STATES  OF  AMERICA. 

J.  KiBBY,  Jr.,  President. 
New  York,  January  1911. 


INTRODUCTION 

Some  years  ago  a  man  of  much  learning,  who  has  de-   present 

,         .  Interest 

voted  practically  his  whole  life  to  a  study  of  social  m-   in  the 

Subject 

surance,  and  who  is  probably  the  greatest  international 
authority  on  the  subject,  was  prevailed  upon  by  his 
friends  to  give  to  the  world  the  fruits  of  his  life's  work 
in  book  form.  The  result  was,  as  might  be  expected,  the 
best  work  that  has  ever  been  written  on  the  subject. 
Five  volumes,  each  containing  about  a  thousand  pages, 
were  given  to  the  world  in  1904,  and  an  initial  edition 
of  a  thousand  copies  was  printed.  The  work  brought  to 
the  author  additional  fame  and  international  decorations, 
but  after  seven  years  one-half  of  the  original  edition  is 
still  unsold.  A  few  years  later  this  same  author  published 
a  pamphlet  of  about  50  pages,  this  being  a  short  treatise 
covering  the  rudiments  and  general  principles  of  German 
social  insurance.  Approximately  a  million  copies  were  sold. 
It  is  quite  impossible  for  us  to  say  all  that  must  be 
said  to  the  employers  of  the  United  States  in  a  pam- 
phlet of  50  pages,  but  we  have  made  an  earnest  attempt 
to  condense  the  information  gathered  into  the  smallest 
possible  space.  Much  of  the  most  important  material  is 
shown  in  charts  and  diagrams  which  can  be  absorbed  by 
the  busy  man  at  a  glance.     The  book  is  written  for  the 
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busy  man.  Nevertheless,  the  student  and  the  sociological 
investigator  can  find  much  entirely  new  information  in 
it  For  more  detailed  statements,  minute  descriptioiw 
and  historical  information,  we  refer  the  reader  to  several 
of  the  excellent  works  which  have  been  written  on  the 
subject  from  time  to  time.  Among  these  we  recommend 
especially  "Industrial  Insurance  in  the  United  States,*' 
by  Professor  C.  J.  Henderson;  and  "Workingmen's  In- 
surance in  Europe,"  by  Frankel  and  Dawson.  Among 
European  works,  Dr.  Zacher's  great  work,  "Die  Arbeiter- 
versicherung  im  Auslande,"  ranks  foremost;  "Deutsche 
Arbeiterversicherung''  is  the  name  of  a  splendid  recent 
work  published  by  the  German  Imperial  Insurance  Office 
in  honor  of  the  twenty-fifth  anniversary  celebration  of  the 
beginning  of  German  Workers'  Accident  Compensation 
Insurance ;  "Unfallverhuetung  und  Betriebsicherheif 
was  published  in  honor  of  the  same  occasion  by  the  In- 
dustrial Employers'  Associations  of  Germany,  and  "25 
Jahre  Unfallverhuetung"  is  the  title  of  a  most  excellent 
work  prepared  for  the  same  occasion  by  the  Society  of 
Accident  Prevention  Engineers.  All  of  these  works,  and 
many  others,  have  been  consulted  liberally  in  the  prepara- 
tion of  our  report. 

Anyone  possessing  the  proper  training,  knowing  where 
to  go,  and  being  armed  with  the  necessary  credentials, 
can  secure  immense  quantities  of  statistical  and  other 
data  in  European  countries.  However,  it  requires  a 
great  deal  of  care  and  labor  to  select  from  among  tons 
of  literature  the  required  facts  and  figures,  to  condense 
them,  and  to  translate  them  into  charts  and  diagrams. 
Nevertheless,  this  is  the  only  way  in  which  the  man  of 
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affairs  can  understand  the  systems  of  other  nations,  and 
help  build  a  scheme  for  the  United  States  which  combines 
the  best  features  of  all  countries. 

We  are  gratified  at  being  the  happy  instruments 
through  which  the  wisdom  of  European  experts  is  trans- 
mitted to  our  people.  If  we  succeed  (which  we  hope  to 
do)  in  furthering  through  this  volume  the  great  cause  of 
progressive,  humane  industrialism,  greater  harmony  and 
better  understanding  between  American  employer  and 
worker,  and  higher  efficiency  of  the  nation,  the  credit 
belongs  chiefly  to  the  National  Association  of  Manufac- 
turers, which,  under  the  leadership  of  its  worthy  Presi- 
dent, Mr.  John  Kirby,  Jr.,  and  his  associate  officers, 
has  made  this  investigation  possible.     From  among  the  Acknowi- 

edgrment    of 

splendid  men  who  have  assisted  us  in  every  possible  way,  vaiuawe 

Co-operation 

often  at  great  personal  sacrifice,  and  always  with  un- 
selfish devotion  to  the  great  cause,  we  take  pleasure  in 
giving  special  credit  to  the  following  gentlemen : 

Dr.  Paul  Kaufmann,  President  of  the  German  Imperial 
Insurance  Department. 

Dr.  George  Zacher,  Director  of  the  German  Imperial 
Statistical  Department  and  one  of  the  greatest  in- 
ternational experts  on  this  subject. 

Dr.  Witowski,  Director  of  the  Imperial  German  Depart- 
ment of  Accident  Insurance. 

Dr.  Klein  and  Prof.  Hartmann,  Members  of  the  Imperial 

Insurance  Senate. 
Dr.   Spiecker,  President  of  the  Siemens  &  Halske  Co., 

Berlin,  and  Chairman  of  the  Central  Association 

of  German  Employers'  Organizations. 
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Prof.  Dr.  Alfred  Manes,  Secretary  of  the  German  Society 
for  Insurance  Science,  under  whose  supervision 
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A.  Lehmann,  Hamburg,  Chairman  Building  Trades  Em- 
ployers' Association. 

Emil  Jacob,  Berlin,  Chairman  Warehouse  Employers'  As- 
sociation. 

J.    Falkenhauer,   Berlin,   Chairman    Team    Owners'    As- 
sociation. 

O.  Bandke,  Berlin,  Chairman  Excavating  Employers'  As- 
sociation. 

Karl  Koegler,  Vienna,  Director  Accident  Insurance  In- 
stitute for  lower  Austria. 

L.  Jehle,  Vienna,  Chief  Factory  Inspector  for  Austria. 

F.    X.    Karsch,    Munich,    Director    Accident    Prevention 
Institute. 

E.   Ovigstat,  Christiania,  Director  of  Norwegian   State 
Insurance. 

A.  Gutknecht,  Berne,  Director  Swiss  Statistical  Depart- 
ment. 

Ferd.  C.  Schwedtman, 
James  A.  Emery. 


Our    Sources    of    Information 

Before  introducing  onr  readers  to  the  details  of  our 
work  we  want  to  place  before  tbeni  the  story  of  our  investi- 
gation. Sound,  sensible  and  practical  results  can  be  ob- 
tained only  by  sound,  sensible  and  practical  methods. 
Therefore,  our  methods  must  in  a  measure  guarantee  the 
reliability  of  our  conclusions. 

We  have  personally  visited  England,  Germany,  France,  countries 

Visited 

Austria,  Hungary,  Belgium,  Holland,  Switzerland  and 
Italy.  We  have  made  a  special  investigation  of  the  acci- 
dent i)revention  institutions  which  are  located  in  Amster- 
dam, Paris,  Brussels,  Berlin,  Munich,  Vienna,  Budapest, 
Zurich  and  Milan.  Most  of  our  statements  regarding  con- 
ditions in  these  places  are  based  upon  personal  observation. 
We  have  had  exceptional  opportunities  for  meeting  the 
leading  men  of  the  various  countries — Government  offi- 
cials, jurists,  industrialists,  physicians,  insurance  experts 
and  workmen. 

Fortune  favored  our  investigation.  The  25th  anni- 
versarv  celebration  of  the  existence  of  the  German  Acci- 
dent  Insurance  System  took  place  during  our  presence  in 
Berlin.  It  brought  together  1,300  of  Germany's  most  im- 
portant men — Government  officials,  employers  and  scien- 
tists, all  experts  on  one  phase  or  another  of  accident  pre- 
vention, compensation  and  insurance.    We  were  the  only 
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outsiders  present  at  th<it  celebration,  and  we  are  under 
special  obligations  to  the  men  who  enabhnl  lis  to  inrlnde 
in  this  volume  much  of  tin*  information  prepared  for  that 
occasion  when  it  is  not  three  months  old  in  (Sermany. 
iniernatjonai  In  addition  to  this  soune  of  informatiiui,  we  scK-ui-ed 

Conference's 

much  new  and  important  material  by  attending  the  In- 
ternational ('onfereniM*  on  Social  Insurance  at  the  Hague; 
th(*   International    Law   ('onf(»rence  in   London;  and    the 
International  ('onf<»r(Mice  on  I  abor  Legislation  in  Lugano. 
Each  of  th(»s(*  conf(»r(*nc(*s  'l:»:ilt  with  important  i>hases  of 
t\\o  subject  of  a<M-ident  prevention,  c(un])cnsation  and  in- 
suran<-e.     Our     information      i-(»garding     the     countries 
which  we  did  not  visit  is  l:as(Ml  either  ujmui  the  statements 
made  by  representatives  of  these  couutries  at  these  meet- 
ings, or  secured  from  the  host  known  international  experts. 
>[r.  Kmery  has  givt»n  sp(Mial  attention  to  England  aiul 
Mr.  Schwe<ltman  to  (lermauy,  but  each  of  these  couiitrios, 
as  well  as  the  otla^rs  nanuMl  above,  have  been  visited  bv 
both  investigators,  and  (»v(My  stat(»ment,  conclusion   an<l 
recommendation  contained  in  this  volume  has  the  approval! 
of  both. 
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CHAPTER  I 

Outline  and  Underlying  Principles  of  European 

Compensation  Legislation 

While  each  nation  possesses  problems  peculiar  to  it-   Task 

Worthy 

self,  some  at  least  are  shared  by  all  the  tribes  of  men.   of  Best 

.         .  Thought 

Most  men  are  engaged  in  satisfying  the  wants  of  others 
as  a  means  of  providing  for  their  own,  and  injury  in  the 
course  of  their  employment  is  a  distressing  but  frequently 
recurring  feature  of  every-day  life.  To  lessen  the  number 
and  degree  of  such  accidents,  to  anticipate  the  economic 
loss  they  occasion,  as  well  as  to  provide  equitable  rem- 
edies for  incapacitated  victims,  presents  a  task  worthy 
of  the  best  thought  of  our  time. 

We  must  acknowledge  that  the  Old  World  gives  this 
serious  matter  much  more  attention  than  the  New,  and 
we  are  told  that  its  action  has  been  stimulated  not  merely 
by  consideration  for  the  individual,  but  because  the  bit- 
terness and  waste  accompanying  accident  litigation  are 
perceived  to  be  against  the  public  welfare,  whilst  the  pre- 
servation of  industrial  strength  insures  the  maintenance 
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of  national  eflSciency.  In  our  own  country,  interest  in 
every  phase  of  this  question  is  rapidly  increasing  in  vol- 
ume and  extent,  and  we  are  already  being  urged  through 
powerful  influences  to  a  variety  of  state  and  national  ac- 
tion, much  of  which  would  hurry  us  along  new  paths  and 
far  from  ancient  landmarks.  But  action,  however  neces- 
sary, must  be  sound  rather  than  sudden.  Sweeping  re- 
form in  procedure,  perhaps  radical  change  in  existing 
liability,  may  be  required  from  broad  considerations  of 
justice  and  expediency,  but  the  livelihood  of  a  nation  is 
no  play-field  for  impulsive  experimentalists.  Employer 
and  employe  are  partners  in  success  or  failure;  whether 
they  like  it  or  not  their  general  fortunes  are  inseparably 
associated.  You  cannot  burden  the  one  without  taxing 
the  other,  and  neither  class  can  be  permanently  benefited 
at  the  expense  of  the  other. 

Fortunately  for  us,  we  can  spread  before  our  view  the 
variety  of  means  by  which  our  European  neighbors  have 
undertaken  during  a  considerable  period  of  time  to  pro- 
vide against  the  results  of  injury  in  employment  and  to 
control  its  cause.  It  is  true  that  their  governmental 
viewpoint  is  often  unlike  our  own,  but  examination  of 
their  methods  may  reveal  that  many  are  unfamiliar  to 
our  political  system  rather  than  inconsistent  with  it. 
Their  long  experience  presents  much  to  those  seeking  in- 
struction from  the  success  and  failure  of  others,  but  to 
take  profit  from  the  efforts  of  others,  we  must  understand 
not  merely  what  they  do,  but  why  they  do  it.  Underlying 
what  we  term  the  compensation  legislation  of  Europe  is 
the  philosophy  offered  to  explain  and  vindicate  it. 
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The  starting  point  of  European  principle  is  the  stop-  Basis  of 
ping  point  of  our  system  of  employers'  liability.  With  Liability 
us,  established  fault  is  the  sole  basis  of  recovery  in  an 
action  for  personal  injury.  An  American  workman  is  en- 
titled to  compensation  for  injury  suflEered  in  employment 
only  when  he  can  show  that  he  was  free  from  blame  and 
that  his  hurt  resulted  from  the  failure  of  his  employer  or 
his  representative  to  perform  some  legal  duty.  Our  courts 
are  daily  engaged  in  ascertaining,  from  the  circumstances 
presented  to  their  notice,  what  was  the  degree  of  duty  to 
which  the  employer  was  obligated  and  the  amount  of  risk 
which  the  workman  undertook  as  an  incident  of  his  em- 
ployment. It  may  and  often  does  happen  that  the  evi- 
dence shows  no  negligence  upon  the  part  of  either  plain- 
tiff or  defendant,  but  that  the  injury  arose  from  a  hazard 
of  the  employment  for  which  there  is  no  personal  re- 
sponsibility. How  often  this  occurs  in  the  industries  of 
a  given  nation  will  be  later  considered,  but  to  illustrate 
the  philosophy  we  are  following,  some  recent  English 
figures  will  suffice. 

The  Report  of  the  Chief  Factory  Inspector  of  Great   Responsibility 

for   Accidents 

Britain  for  the  year  1909  relates  incidentally  that  a  care- 
ful analysis  was  made  of  1644  accidents  especially  in- 
vestigated during  a  period  of  twelve  months:  **373  were 
shown  to  be  attributable  to  the  absence  or  insufficiency  of 
fencing;  552  were  due  to  the  fault  of  the  injured  jwrson; 
676  were  unpreventable,  and  43  were  marked  as  doubt- 
tuV^M  The  recognition  of  such  conditions  gave  the  orig- 
inating impulse  to  a  quarter  of  a  century  of  European 
social  legislation. 

(a)  Cd.  5191,  page  XXXIV. 
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It  asks  US  to  realize  that  the  extended  use  of  tools, 
mechanical  implements  and  appliances  in  all  employ- 
ments creates  an  element  of  inherent  hazard  unknown  to 
the  simpler  working  conditions  of  the  past,  unavoidable 
by  human  precaution,  continually  increasing  and  daily 
entering  into  occupations  to  which  its  presence  was  for- 
merly a  stranger.  It  is  presumed  that  this  risk,  inherent 
in  the  way  the  world  does  its  work,  is  not  likely  to  de- 
crease. It  is  pointed  out  that  our  necessities,  comforts, 
the  whole  complicated  structure  of  material  civilization, 
rest  upon  the  continued  operation  and  extended  applica- 
tion of  many  potentially  dangerous  forces  and  instrumen- 
talities, which  man  has  brought  into  his  service,  and  ui)on 
the  continued  use  of  which  he  is  dependent. 
Principle  of  Under  these  conditions  the  worker  is  exposed  to  and 

Trade 

Haxard  Tcceives  iujurics  arising  from  neither  the  fault  of  him- 

self, his  fellows  nor  his  superiors,  but  where  the  recovery 
rests  upon  proof  of  negligence,  he  must  l>ear  the  economic 
burden  resulting  from  his  disability,  or  leave  it  upon  the 
shoulders  of  his  dependents  in  cas^  of  his  death.  From 
these  con8id(»rations,  it  follows  that  there  are  unavoid- 
able as  well  as  avoidable  accidents  and  the  former  ought 
to  be  a  burden  upon  the  employment  in  which  they  occur 
instead  of  the  individual  to  whom  they  occur. 

If  we  turn  to  the  Germans,  who  first  gave  practical 
application  to  this  principle,  we  find  that,  as  in  other 
countries  which  later  adopted  it,  it  was  a  primary  but 
not  exclusive  consideration  in  the  formulation  of  a  com- 
pensatory scheme.  Other  conditions,  not  unlike  those 
arousing  our  present  attention,  were  contributing  factors 
finding  later  expression  as  an  integral  part  of  the  new 
system. 
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Dr.  Boediker,  first  president  of  the  German  Imperial 
Insurance  OflSce,  relates  tliat  when  the  first  Accident  In- 
surance Bill  was  laid  before  the  Reichstag  in  1881,  it  was 
accompanied  by  an  explanation  and  argument  in  support 
of  its  policy,  which,  referring  to  the  unsatisfactory  opera- 
tion of  the  existing  Employers'  Liability  Law  of  1871,  a 
measure  resting  upon  negligence,  said: 

^'This  condition  is  unbearable.     The  workman  is  conditions 
insuflSciently  protected  by  the  present  law  against  Germany 

1881 

the  dangers  of  his  calling,  whilst  onerous  burdens 
are  placed  upon  the  employer  and  the  relations  l>e- 
tween  employer  and  employe  grow  worse  instead  of 
better.    A  condition  has  been  created,  the  removal  of 
wliich  is  desirable  in  the  interest  of  both  classes  of 
the  industrial  population." 
Recognizing  the  principle  of  trade  hazards,  but  un- 
doubtedly influenced  by  circumstances  of  social  discon- 
tent, Bismarck  proposed  the  policies  which  have  ripened 
in   the  vast  German   system   of  social   insurance.     The 
changes  which  it  wrought  in  the  fundamental  principles 
of  employers'  liability  at  the  civil  law  were  adopted  within 
twenty   years  by  practically   all   the   states   of   Conti- 
nental  Europe.     But   the   spirit   and   practical    methods 
of  applying  the  new  German   philosophy   were   not   as 
closelv   imitated.     The   essential   dififerences    which    can 
arise  in  the  application  of  a  basic  principle  are  strik- 
ingly illustrated  in  the  contrast  presented  by  German 
and  English  legislation. 

The  German  system,  we  are  told  in  a  special  state- 
ment made  by  Dr.  Neisser,  chief  counsel  for  the  League 
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of  German  Employers'  Accident  Insurance  Associations, 
rests  upop  four  principles  : 

1.  It  proceeds  from  the  assumption  that  he  who 
creates  an  enterprise,  that  peculiar  structure  of  human 
beings,  things  and  forces,  and  induces  men  to  labor 
amongst  arms  of  steel,  moving  at  high  speed,  establishes 
a  source  of  danger  and  becomes  responsible  for  damage 
resulting  from  this  source.  Under  this  theory  employers^ 
fault  need  not  he  proven.  The  fact  that  injury  has  been 
caused  establishes  claim  for  compensation. 

2.  Convinced  that  in  many  cases  the  resources  of 
the  individual  employer  would  not  prove  equal  to  the 
enormously  increased  liability,  and  that  therefore  the  ex- 
istence of  the  employer  as  well  as  compensation  of  the 
injured  worker  would  be  jeopardized,  individual  respon- 
sibility is  eliminated  and  in  its  place  is  put  the  collective 
responsibility  of  the  industry. 

3.  To  carry  out  this  idea,  large  industries,  and,  later 
on,  commerce  and  crafts,  or  small  industries,  were  or- 
ganized into  employers'  associations  grouped  according 
to  callings.  Thus  legally  incorporated,  self-governing 
liodies  were  formed  and  each  and  every  employer  was 
compelled  hy  law  to  join.  The  miller  must  join  the  Mil- 
lers' Employers'  Association ;  the  teamster,  the  Employers' 
Teaming  Association,  etc.  Upon  these  organizations  was 
placed  the  responsibilitj"  of  carrying  and  administering 
the  accident  compensation  system,  and  to  this  end  they 
were  invested  with  far-reaching  legal  powers  for  enforc- 
ing their  rules,  for  raising  money,  etc. 
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4.  Accident  prevention  beipg  of  greater  importance 
and  larger  social  value  than  compensation,  wa^  also 
placed  in  the  hands  of  these  employers'  associations,  with 
the  necessary  legal  authority  for  enforcement. 

The  first  two  principles,  we  observe,  define  liability, 
the  third  is  one  of  administration,  whilst  the  last  links 
the  compensation  and  prevention  of  accident. 

We  have,  unfortunately,  no  such  compact  authoritative  principles  and 

Policy  of 

statement  of  the  elements  of  Enj^lish  legislation,  nor  can   English 

^  °  '  Legislation 

they  be  so  readily  epitomized,  but  we  may  gather  the 
principle  and  policy  from  equally  authoritative  sources. 

Mr.  Asquith,  the  present  Prime  Minister,  defined  the 
principle,  when  outlining  his  proposals  for  the  Act  of 
1906 :  "Where  a  person,  on  his  own  resi)onsibility  and  for 
his  own  profit,  sets  in  motion  agencies  which  create  risk 
for  others,  he  should  be  civilly  responsible  for  the  conse- 
quences of  what  he  does." 

Mr.  Joseph  Chamberlain,  discussing  the  Act  of  1897, 
declared  the  policy  on  the  floor  of  Parliament  in  the  de- 
bate which  preceded  its  adoption: 

"This  new  principle  the  government  would  only 
be  justified  in  applying  by  some  great  public  human 
interest.  Xow,  that  great  public  human  interest 
arose  in  the  case  of  what  he  might  call  serious  acci- 
dents. The  suflferers  from  those  accidents  were  the 
wounded  soldiers  of  industry  whom  they  had  in 
their  minds,  and  about  wliom  so  much  was  said  in 
discussing  this  subject — people  who  were  seriously, 
if  not  permanently,  injured,  and  prevented,  at  all 
events  for  a  considerable  period,   from   following 
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their  ordinary  employment.   There  would  be  no 
ground  for  legislative  interference  if  they  could 
believe  that  every  accident  which  occurred  was  an 
accident  whose  effects  would  not  last  longer  than 
three  weeks.    Such  accidents  as  those  were  accidents 
for  which  the  workman  might  very  properly  be  ex- 
pected to  make  provision  himself." (a) 
This  statement  of  the  purpose  of  the  British  legisla- 
tion is  confirmed  by  the  Departmental  Committee  ap- 
pointed in  1904  to  investigate  the  operation  of  the  Act  of 
1897.     It  said: 

"That  the  employer  should  be  compelled  to  make 
such  provision  as  will,  under  ordinary  circum- 
stances, be  sufficient  for  the  actual  necessities 
resulting  from  the  accident.  ♦  ♦  ♦  The  Act  is 
aimed  at  affording  substantial  relief  from  the 
consequences  of  misfortune,  but  not  complete 
indemnity."     *     *     *{^) 

"We  apprehend  that  the  principle  of  the  Act  of 
1897  is  to  provide  such  a  degree  of  relief  to  de- 
pendents in  the  case  of  fatal  accidents  as  shall  af- 
ford reasonable  assistance  for  maintenance.- '(^) 
A  brief  comparison  of  the  German  and  English  view- 
points shows  the  legislators  of  both  countries  to  be  alike 
in  recognizing  the  principle  of  trade  risk.     This  Great 
Britain  meets  by  extending  personal  liability  to  assure 
limited   compensation   for  injury.     Germany   eliminates 


(a)  Hansard,  Vol.  49,  1310  (1807). 

(b)  Report  Departmental  rommittee,  1904,  Ca.  2208,  page  13. 
(c).   Report  Departmental  Committee,  1904,  Ca.  220S.  page  37. 
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personal  liability,  substituting  compulsory  mutual  insur- 
ance against  accident,  administered  by  its  contributors. 
Germany  unites  attack  upon  the  cause,  with  defense 
against  the  effect  of  injury ;  the  British  policy  bears  no  re- 
lation to  accident  prevention.  The  German  administrative  * 
principle  aims  at  removing  the  element  of  personal  an- 
tagonism between  employer  and  employe  in  controversies 
arising  from  personal  injury;  the  British  disregards  it. 
The  British  legislature  intervenes  to  relieve  dependency; 
the  German  to  confer  a  right  to  assistance  in  return  for 
contribution.  By  each,  accident  is  regarded  as  wholly  at- 
tributable to  trade  risk  and  the  personal  factor  is 
eliminated. 

To  make  every  employer  a  limited  insurer  in  law  is 
the  legal  basis  of  all  so-called  compensatory  legislation. 
Not  every  country,  however,  pursues  the  final  logic  of  its 
own  law.  Some  merely  extend  the  personal  liability  of 
the  employer,  others  eliminate  it,  creating,  by  compulsory 
contribution,  a  fund  from  w^hich  compensation  is  paid. 
With  a  few  striking  exceptions,  all  countries,  but  not  with 
equal  success,  strive  to  lessen  the  causes  as  well  as  the 
hardships  of  injury. 

An  extreme  employers'  liability  law  is  still  in  force   Employers' 

Liability 

in  Switzerland,  proposed  compensatory  legislation  having   Law  in 

Switzerland 

been  defeated  by  an  initiative  and  referendum  vote.  An 
elaborate  plan  of  accident  insurance  providing  for  con- 
tribution from  employer,  employe  and  the  state,  has, 
however,  been  formulated  and  will  in  all  likelihood  be  en- 
acted within  a  year. 
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A  majority  of  European  countries  bave  found  a  com- 
peneatioii  act  of  little  use  unless  obligatory  insurance 
guarantees  the  compensation  awards  to  tbe  injured  work- 
man witbout  over-burdening  the  small  employer. 

FIGURE   3 
COMPENSATION     THROUGH     COMPULSORY     INSURANCE 


CompuUorj  ioauraoce  for  all  norkers  (red)   in  Austria.  Fialaad,  Germanr. 
Ilolland,  Hungary,  Italy,  Luxemburg,  Norway. 

Compulsory  iosuraQce  tor  part   of  wage   workprs    (dottPd)    in   Deamark, 
Frame. 

•   (white) — Belgium.  EDgtaml.  Spain,  Sweden. 


In  Germany,  Austria  and  Luxemburg  the  employer  is    insurance 
riMjuired,  as  a  condition  of  doing  business,  to  belong  to    m  Europeaa 
insurance  associations,  organized  by  crafts  or  sections,  or 
administered    by   tbe   employers   themselves,    subject   to 
state  supervision.     In  the  Netherlands,    Italy,    Sweden, 
Finland,  Hungary  and  Norway  the  state  itself  maintains 
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an  iiisui-aiit-e  institution,  of  which  the  employer  may  avail 
himself,  except  in  Hungary  and  Norway,  where  he  has 
no  choice,  it  being  the  only  form  of  insurance  permitted. 
The  state  guarantees  payments  of  compensation  in 
France,  Germany,  Italy,  Hungary,  the  Netherlands  and 
Norway. 

The  contrilmtory  principle  plays  an  important  part  in 
the  eompenaation  laws  cif  Eui-ope,  an  is  evident  fi-oni  the 
following  figure. 


FIGURE  4 
THE   CONTRIBUTORY   PRINCIPLE   IN    EUROPE 


Employprs  paj  whole  cniDppnsatioo  (red)  Id  Belgium,  EnglaDd,  Finland, 
Holland.  IIuDgary,  Jtslj-.  Spain. 

Workmen  or  Kiaie  ran  tribute  (nhile)  id  Austria,  Etenmark,  FranM, 
Qerman;,  Luiemburg,  Nornaj,  Swedsn. 
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The  extent  to  which  European  countries  have  adopted 
Bimplified  court  procedure  or  special  arbitration  courts 
for  settlement  of  compensation  disputes  is  shown  in  the 
next  figure. 

FIGURE  5 

ARBITRATION  COURTS,  OR  SIMPLIFIED  COURT  PROCE. 

DURE   FOR   COMPENSATION   DISPUTES 


Conotries  wilh  simplified  courl  procedure  for  settlement  of  disputes  (TPd), 
Austria,  Belgium,  Dpnmark,  England  France,  nermaay.  Holland,  lluugary, 
Italy,  Norway. 

CounlrieiB  with  regular  rourt  procedure   (white),  Finland.  Spain,  Sweden. 


Germany  established  its  system  in  1884,  Norway  in    oatea  of 
1894,  Finland  in  1895,  Great  Britain  in  1897,  France  and   i 
Italy  in  1898,  Bpain  in  1900,  Holland  in  1901,  Belgium    ' 
in  1903,  and  Russia  in  1904.     Between  1901  and  1905 
New  Zealand,  Australia,  and  the  Canadian  Provinces  of 
British  Colombia  and  Alberta  followed  the  lead  of  the 
Mother  Country,  Quebec  adopting  the  substantial  provi- 
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sions  of  the  French  law  in  1909.  While  all  this  legisla- 
tion presents  underlying  identities,  it  is  worked  out  \iath 
a  variety  of  dissimilarity  in  secondary  principles  and 
methods  expressing  national  traditions  and  character- 
istics, and  diflfering  views  of  public  obligation.  These 
differences  of  degree  and  kind  in  the  creation  of  liability 
and  administrative  detail  while  interesting  are  not  of 
sufficient  importance  to  warrant  detailed  attention.  They 
were  strikingly  suggested  in  the  brief  analysis  made  by 
Sir  John  Gray  Hill  at  the  London  Conference  of  the  In- 
ternational Law  Association  in  August  1910.  He  i)ointed 
out  that  the  acts  of  different  countries  vary  from  one 
another  in  the  following  way : 

1.  Whether  the  employer  is  personally  liable  to  the 
employe,  or  only  bound  to  provide  or  contribute  to  the 
cost  of  an  insurance  fund  out  of  which  payment  is  to  be 
made. 

2.  Whether,  when  the  employer  is  liable,  his  liability 
is  for  accidents  however  caused,  or  only  for  those  due 
to  negligence  of  the  Superintendent  appointed  by  him 
or  by  his  authority,  or  to  the  defective  state  of  the  ap- 
pliances used  in  the  work. 

3.  The  occupations  to  which  the  enactments  relate. 

4.  The  maximum  amount  of  annual  earnings  which 
exclude  an  employe  from  the  benefit  of  the  Act. 

5.  The  acts  of  the  employe  in  relation  to  the  accident 
which  disentitle  him  to  establish  his  claim. 

6.  The  extent  of  the  claim  of  the  employe  or  his  de- 
pendents.   In  this  are  included — 

(a)   In  case  of  temporary  disablement,  the  right  to 
medical  treatment,  nursing,   etc.,  and  the  duty 
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to  subnlit  to  the  same;  the  period  after  the 
accident  at  which  the  first  payment  having 
reference  to  wages  becomes  due;  the  proportion 
which  the  payment  bears  to  wages;  the  mini- 
mum and  maximum  limits  both  as  to  the 
amount  and  as  to  the  period  for  which  they 
are  to  be  continued;  and  special  provisions 
as  to  persons  under  age. 
(b)  In  case  of  permanent  disablement,  whether 
partial  or  total,  the  enactments  differ  as  to  the 
like  questions,  and  also  as  to  whether  a  certain 
value  or  scale  of  compensation  should  be  ap- 
plied to  the  loss  of  a  particular  part  of  the 
body  of  the  employe,  such  as  a  leg,  an  arm,  or 
an  eye. 

7.  In  case  of  death —  variations 

In    European 

(a)  The  allowance  for  funeral  expenses.  i.aws  in  com- 

_      .  pensatlon    for 

(b)  The  rights  of  the  dependents — what  relations   Death 
are  to  be  considered  as  such,  and  in  what  order, 

and  whether  illegitimate  relations  are  to  be 
included,  and  to  what  extent — the  mode  of  ar- 
riving at  the  amount  payable,  whether  by  lump 
sum  or  by  annuity — the  period  for  which  the 
latter  is  to  last  and  the  minimum  and  maximum 
limits  as  to  amount. 

8.  How  the  enactment  is  to  be  administered,  e.  g. — 

(a)  How  far  government  or  other  officials  acting 
independently  of  the  employer  and  employes  are 
to  intervene  in  the  administration. 

(b)  Whether  questions  as  to  the  interpretation  of 
the  enactments,  and  the  rights  of  the  parties 
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under  them  are  to  be  decided  by  a  special 
tribunal,  or  by  the  ordinary  courts  of  the 
country  concerned. 

(c)  What  powers  of  appeal  are  to  be  given. 

(d)  How  the  expenses  involved  in  the  settlement 
of  these  questions  are  to  be  borne. 

9.  Whether  sickness  and  disease  not  arising  from 
accident  are  to  be  provided  for. 

10.  The  bearing  of  the  enactment  upon  the  limit  of 
liability  of  shipowners  for  loss  of  life  or  personal  injury. 

11.  Whether  the  employe  shall  be  entitled  to  enforce 
a,  claim  against  a  foreign  shipowner  residing  out  of  the 
jurisdiction  of  the  courts  of  the  country  where  the  em- 
ploye resides,  by  arrest  of  his  ship,  situate  for  the  time 
being  within  the  jurisdiction. 

12.  Whether  the  employe  shall  be  entitled  to  contract 
with  the  employer,  under  any  and  what  circumstances, 
not  to  claim  the  benefits  of  the  enactment. 

In  our  own  country  the  compensatory  principle  has  re- 
ceived limited  recognition  in  the  coal  mining  industries 
of  Montana.  In  New  York,  it  was  given  more  extended 
application  in  a  measure  which  became  effective  in 
September  1910.  Congress,  in  1908,  passed  a  very 
restricted  statute  of  compensation  for  the  benefit  of 
artisans  and  laborers  in  the  federal  service.  Its  ad- 
ministration is  in  the  hands  of  the  Secretarv  of  Com- 
merce  and  Labor.  Under  its  provisions  he  may  allow  to 
the  workmen  in  certain  specified  federal  employments 
full  pay  for  one  year  or  less  during  disability  resulting 
from  injuries  received  at  work.  It  is  provided,  however, 
that  ho  compensation  shall  be  paid   unless  the  injury 
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results  in  disability  for  more  than  fifteen  days  and  is 
not  due  to  the  negligence  or  misconduct  of  the  applicant. 
In  case  of  death  from  a  work  injury,  the  widow,  child 
or  children,  or  dependent  parents,  are  entitled  to  receive, 
in  such  proportion  as  the  Secretary  may  determine,  the 
workman's  full  wages  for  one  year. 

In  many  countries  of  Europe,  the  compensatory  prin-  Tendency  to 

Apply  Com- 

ciple  was  in  its  early  stages  applied  to  selected  industrial  pensation  pnn- 

clple   to   all 

groups,  but  as  conventional  notions  of  the  relative  hazard  Employments 
of  various  employments  jielded  to  the  accumulated  rec- 
ords of  experience,  agriculture  was  laid  under  the  same 
burden  as  industry,  and  practically  all  employments  are 
now  covered. 

Reviewing  this  brief  examination  of  the  origin  and 
general  nature  and  development  of  what  is  termed  the 
compensation  legislation  of  Europe,  the  mind  must  be 
impressed  with  the  presence  in  all  foreign  systems  of 
certain  common  elements: 

1.  That  the  general  policy  is  to  shift  the  economic  shifting 

Liability 

burden  of  injuiy  from  the  individual  to  the  employment  from  individual 

to  Industry 

in  which  it  is  received,  and  through  it,  as  an  incidental 
cost  of  production,  to  general  society.  The  practical  aim 
is  to  give  an  assurance  of  limited  compensation.  The 
original  basis  of  the  proposal  is  insurance,  either  in- 
directly by  the  creation  of  a  limited  right  of  recovery 
against  the  employer,  or  directly  by  establishing  a  fund 
to  which  contribution  is  enforced:  one  method  estab- 
lishing an  insurance  fund  and  eliminating  personal 
liability,  and  the  other  extending  personal  liability  with- 
out an  insurance  fund. 
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2.  That  the  cause  of  accident  requires  consideration 
equally  with  its  consequences.  Injury  must  be  lessened 
as  well  as  relieved,  and  therefore  while  fault  ceases  to  be 
the  basis  of  recovery,  misconduct  imperiling  the  life  and 
limb  of  others  must  l)e  severely  penalizeil. 

3.  That  systems  based  upon  contributory  insurance 
are  distinct  in  fundamental  principle  from  those  which 
merely  extend  personal  liability.  The  first  establishes  a 
legal  right  to  assistance  arising  from  the  contribution  of 
the  pei^son  assisted.  The  second  establishes  a  legal  duty 
to  relieve  dependence  existing  in  another.  The  former 
anticipates  impaired  working  capacity;  the  latter  pro- 
vides relief  against  existing  distress.  One  makes  the 
worker  help  himself;  the  other  makes  the  employer  help 
him. 

4.  All  insurance  systems  strive  to  bring  employer  and 
employe  together.  All  based  upon  personal  liability  avoid 
consideration  of  the  elements  of  personal  antagonism. 

5.  The  many  evils  of  litigation  being  a  motive  for 
change,  all  states  endeavor  to  provide  a  simplified  pro- 
cedure, insuring  speedy,  cheap  and  efficient  adjustment 
of  claims  free  from  technical  delay. 

Back  of  all  this  vast  body  of  European  law  lies 
fundamental  conceptions  of  public  authority  essentially 
differing  from  our  own,  and  generally  dominant,  par- 
liaments approaching  the  subject-matter  of  regulation 
with  substantially  none  of  those  checks  upon  legislative 
action  which  are  an  important  part  of  our  system  of 
government.  The  legislatures  with  which  we  are  familiar 
are  subject  in  the  exorcise  of  their  power  to  the  sharp 
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restraints  of  the  written  constitutions  of  their  state  and 
of  the  nation.  Few  of  the  countries  of  Europe  possess 
written  constitutions.  In  many,  the  legislature  is  the 
supreme  authority,  exercising  its  power  with  substantially 
slight  restraint. 

The  Continental  notion  of  law  is  quite  different  from 
our  own.  Its  people  are  accustomed  by  the  habits  of 
their  national  life  to  yield  obedience  to  rules  of  conduct 
prescribed  by  an  autocratic  authority  for  inferior  sub- 
jects.   Americans,  like  Britons,  regard  established  custom   Established 

^  Custom 

as  the  basis  of  law  and  regard  with  vigorous  resentment   Basis  of 

Gnfirllsh  and 

arbitrary  proposals  departing  from  long  accepted  habits  American  Law 
of  thought  and  action.  Indeed,  from  the  Norman  con- 
quest to  ilagna  Charta,  English  history  is  a  record  of 
the  continuous  struggle  between  William  the  Conqueror 
and  his  successors  to  compel  the  acceptance  of  the 
Continental  notion  of  law  and  the  Saxon  struggling  to 
reassert  the  supremacy  of  rights  based  upon  long  con- 
tinued usage. 

Partly   from    these   considerations,   attention    is   con-  Reasons  for 

Concentrating 

centrated  in  the  ensuing  pages  upon  the  compensatory  Attention  upon 

--,^_.^.  ■,r>,  -r-i  A-i        Compensation 

systems    of    Great    Britain    and    Germany.     From    the  Experience  of 

-  ,  i«j  ••iij-«  1  Great   Britain 

former,  we  have  derived  our  principles  of  jurisprudence  and  Germany 
and  our  methods  of  legal  administration.  The  legisla- 
tion of  Parliament  and  the  decisions  of  British  courts 
have  always  exerted  a  powerful  influence  on  the  legis- 
latures of  our  states  and  nation  and  the  course  of  our 
judicial  decisions.  We  naturally  anticipate  with  special 
interest  and  hope  to  profit  by  examination  of  the  manner 
in  which  principles  and  methods  foreign  to  our  system 
have  been   introduced  and   have   operated   in   a   nation 
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whose  notions  of  personal  liability  and  whose  industrial 
conditions  and  legislative  traditions  are  like  our  own. 

German  On  the  Other  hand,  we  turn  to  Germany,  not  only 

Compensation 

Legrisiation  and  because    that    couutry    originated    and    developed    these 

Statistics 

Authoritatively    ideas,  which  half  the  world  has  imitated,  but  because, 

Recognized 

as  we  shall  observe,  it  has  fashioned  peculiarly  demo- 
cratic methods  of  administration.  Moreover,  Germany  is 
recognized  throughout  Europe  as  the  great  exemplar  and 
authority  upon  the  development  and  application  of 
these  principles,  and  exercises  a  dominant  influence  in 
their  study  and  application.  But  perhaps  the  strongest 
of  all  reasons  for  dwelling  upon  the  system  and  records 
of  that  great  empire  is  because,  with  characteristic 
thoroughness,  she  has  compiled  marvelously  detailed 
Information  respecting  every  circumstance  of  her  ex- 
perience, and  progressively  applies  it  to  the  continuous 
development  of  a  scientific  scheme  of  accident  preven- 
tion and  compensation.  No  other  nation  in  the  world 
possesses  data  equally  complete  and  extensive.  More- 
over, in  her  population,  in  the  character  and  distribu- 
tion of  employment,  in  the  extended  use  and  continued 
application  of  tools  and  mechanical  appliances  to  new 
occupations,  in  the  comparative  ratio  of  agricultural  to 
industrial  workers,  in  fact,  in  all  of  the  circumstances 
of  commercial  and  industrial  life  which  make  compari- 
son profitable,  Germany  presents,  upon  the  largest  scale, 
the  most  instructive  example  to  which  we  can  turn  to 
form  practical  conclusions  respecting  the  value  of  the 
novel  principles  in  which  we  are  interested. 


German  Data 
Complete  and 
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CHAPTER  TWO 

Underlying  Principlefl  and  General  \Vorking  oi  the 

German  Scbeme  oi  CompenMtion  for 
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CHAPTER  II 

Underlying  Principles  and  General  Working  op  the 

German  Scueme  of  Compensation  for 

Occupational  Accidents 

Germany  is  a  nation  of  63,000,000  people.     Her  pro-  comparative 
portion  of  industrial  and  agricultural  population  is  not  ®^*^*«^*^^ 
very  much  different  from  that  of  the  United  States,  as  is 
evident  from  the  following  figures: 

Comparison  of  United  States  and  German  statistics. 

Population. 
Occupations.  Germany.      United  States. 

1907  1900 

1.  Agriculture,  Horticulture,  Stock 

Raising,  Forestry,  etc.,  9,883,257     10,381,765 

2.  Industry,  11,256,254       7,085,309 

3.  Trade  and  Transportation,  3,477,626      4,766,964 

4.  Domestic  and  Personal   Service 

and  Public  Service,  471,695      5,580,657 

5.  Professional  and  Public  Service,    1,738,530       1,258,538 


Totals,  26,827,362     29,073,233 

PubHc  Officials  and  Soldiers  in  the  United  States  are  covered  under 

No.  4,  in  Germany  under  No.  5. 
See  United  States  Statistical  Abstract  1909  and  Statistisches  Jahrbuch 

1910. 
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Twenty-five  years  ago  the  leading  men  of  Germany 
became  dissatisfied  with  the  workings  of  its  employers' 
liability  laws  because,  like  our  statutes,  they  were  waste- 
ful, slow  in  operation  and  antagonistic  to  harmonious 
relations  between  employers  and  wage  workers.  Prince 
Bismarck  was  the  prime  mover  in  bringing  reform.  He 
reasoned  that  while  the  German  government  had  excep- 
tional powers  to  force  arbitrarj^  laws  upon  her  employers, 
it  would  not  be  wise  to  use  this  power  autocratically. 
Instead  of  opposing  employers,  and  especially  employers' 
associations.  Prince  Bismarck  conceived  the  idea  of 
making  them  the  very  instruments  for  carrying  out  a 
novel  scheme  of  compensation  on  scientific  and  efficient 
lines.  As  a  result  the  whole  accident  prevention  and 
compensation  system  of  the  German  empire  rests  upon 
the  shoulders  of  employers'  associations,  and  these  have 
succeeded,  with  the  co-operation  of  workers,  and  under 
the  supervising  control  of  the  government,  in  making  the 
German  plan  the  greatest  example  of  what  can  be  ac- 
complished by  a  nation  with  proper  co-operation  and 
organization  between  government,  employers  and  workers. 

The  first  law  enacted  on  July  6,  1884,  for  the  indus- 
tries, was  followed  with  an  extension  law  on  May  28, 
1885,  for  land  and  water  transportation,  including  tele- 
graph, marine  and  army.  It  was  again  extended  on  May 
5,  1886,  to  cover  agricultural  and  horticultural  pursuits 
and  forestry.  It  was  further  extended  on  July  11,  1887, 
to  cover  building  industries,  tunneling,  excavating,  etc., 
and  finally,  on  July  13,  1887,  sailors  and  fishermen  were 
covered. 
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In  the  year  1900  a  revision  of  the  various  laws  re-   Revision  of 

Laws   in 

suited  in  their  simplification  and  partial  unification  and   i^oo 
at  the  present  time  another  endeavor  is  being  made  to 
simplify   and   co-ordinate  the  various   social    insurance 
acts  providing  for  sickness^  accident  and  invalidity  relief. 

The  philosophy  and  the  economic  and  legal  basis 
upon  which  Germany's  system  is  built,  as  well  as  its 
advantages  and  disadvantages,  can  best  be  judged  from 
a  statement  which  we  have  secured  from  G.  Neisser, 
LL.D.,  Imperial  Counsellor,  and  one  of  Germany's  fore- 
most legal  authorities  on  this  subject.  A  translation  of 
his  statement  is  as  follows: 

"Production  and  commerce  have  been  subjected  to 
far-reaching  changes  during  this  generation.  This,  in 
connection  with  feverishly  intensified  speed  of  all  work- 
ing processes,  has  increased  the  chance  of  accidental  in- 
jury to  an  unusual  degree.  In  view  of  the  changes,  the 
civil  laws  of  nations  failed  to  meet  the  situation.  Thev 
gave  injured  workers  a  claim  to  damages  only  upon 
establishing  the  employers'  individual  fault. 

"Neither  did  the  German  Imperial  Liability  Law  of 
June  7,  1871,  meet  the  practical  requirements  of  safe- 
guarding the  worker  against  the  economic  results  of  his 
occupational  hazards.  Based  upon  the  changes  brought 
about  through  industrial  progress,  it  increased  em- 
ployers' liability,  but  it  maintained  the  principle  of 
responaihility  through  fault. 

"Guided  by  experience  and  carried  on  by  the  senti-   Germany's 

,  ,  ,  Leadings  Men 

ment  of  increased  social  responsibility  which,  during  the   interested 
last  quarter  of  a  century,  permeated  all  classes  of  our 
Vaterland,  Germany's  leading  men  undertook  to  make 
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legal  provision  for  workers  injured  through  accidents 
upon  an  entirely  new  and  hitherto  unknown  basis.  This 
magnificent  reform  work  rests  upon  four  principles: 

"1.  Proceeding  from  the  assumption  that  he  who 
creates  an  ^enterprise',  that  peculiar  structure  of  human 
beings,  things  and  forces,  and  induces  human  beings  to  la- 
bor among  arms  of  steel  moving  at  uncanny  speeds,  estab- 
lishes a  source  of  danger  and  becomes  responsible  for 
damage  resulting  from  this  source.  Under  this  theory 
employers^  fault  need  not  be  proven.  The  fact  that  in- 
jury has  been  caused  establishes  a  right  to  compensation. 

"2.  Convinced  that  in  many  cases  the  resources  of 
the  individual  employer  would  not  prove  equal  to  the 
enormously  increased  liability,  and  that  therefore  the 
existence  of  the  employer  as  well  as  the  compensation  of 
the  injured  worker  would  be  jeopardized,  individual  re- 
sponsibility was  eliminated,  and  in  its  stead  was  placed 
the  collective  responsibility  of  the  industry. 

"3.  To  carry  out  this  idea  large  industries,  as  well 
as  agriculture,  commerce  and  crafts,  or  small  industries, 
were  organized  into  employers'  associations  grouped 
according  to  callings.  That  is,  legally  incorporated  self- 
governed  bodies  were  formed,  which  every  employer  was 
compelled  by  law  to  join.  The  miller  must  join  the 
Millers'  Employers'  Association,  the  teamster,  the  Em- 
ployers' Teaming  Association,  etc.  Upon  these  organ- 
izations was  placed  the  responsibility  of  carrying  and 
administering  the  accident  compensation  system,  and  to 
this  end  they  were  invested  with  far-reaching  legal  powers 
for  enforcing  their  rules,  raising  money,  etc. 
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"4.  Accident  prevention,  being  of  greater  importance 
and  larger  social  value  than  compensation,  was  also 
placed  in  the  hands  of  these  employers'  associations,  with 
the  necessary  legal  authority  for  enforcement  of  rules. 

"These  four  principles  of  our  system  have  proven 
their  strength  and  soundness. 

"The  majority  of  civilized  nations  have  approved  and 
copied  the  principle  of  making  claims  for  accident  com- 
pensation independent  from  the  proof  of  fault.  In 
Germany  no  one  wishes  to  return  to  the  conditions  which 
existed  under  the  old  liability  laws — to  the  innumerable 
disputes  concerning  degrees  of  fault,  which  often  experts 
conld  not  determine,  and  which  made  a  damage  suit 
nothing  but  a  gamble.  As  proper  safeguards  against 
abuses  of  the  sj'stem  act,  the  restriction  of  maximum 
compensation  to  two-thirds  of  the  loss  caused  by  an  in- 
jurj'  and  the  legal  authority  for  penalizing  employers 
as  well  as  workers  for  violation  of  safety  regulations — 
these  safeguards  are  considered  sufficient,  although  they 
might  possibly  be  widened  in  some  details. 

"The   principle   of   obligatory    insurance   which    was   obligatory 

Insurance 

opposed  so  severely  for  a  long  while,  in  and  outside  of  Extending 
Germany,  has  been  accepted  now  almost  everywhere. 
It  was  a  memorable  event  when,  at  the  International 
Congress  for  Social  Insurance  in  Rome,  October  1908, 
Luzatti,  member  of  the  Italian  cabinet,  who  for  years 
had  been  the  most  energetic  champion  of  optional  insur- 
ance, acknowledged  himself  unreservedly  converted  to 
the  obligatory  principle,  and  Millerand,  member  of  the 
French  cabinet,  joined  him.  It  is  almost  generally  rec- 
ognized now  that  only  obligatory  insurance  will  protect 
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workers,  and  at  the  same  time  safeguard  employers  from 
excess  liability. 

"The  elimination  of  individual  liability  and  the 
organization  among  employers  have  proven  exceedingly 
fortunate  ideas.  The  individual  employer  has  been  re- 
lieved of  constant  worry  about  his  very  existence,  and 
the  employers'  associations  have,  according  to  the  testi- 
mony of  those  competent  to  judge,  proven  their  full 
ability  to  perform  the  great  task  which  was  placed  before 
them.  Only  the  expert  knowledge  of  the  practical  indus- 
trialist could  devise  such  equitable  standards  of  tax- 
ation in  exact  keeping  with  hazard  as  have  been  estab- 
lished in  Germany,  and  the  fact  that  these,  at  times  rather 
hard  burdens,  are  borne  without  a  murmur  by  the  em- 
ployers, is  due  to  the  knowledge  that  the  taxation  is 
levied  by  their  own  elected  trusted  officers,  and  not  by 
^outsiders/ 

"Similarly,  the  high  development  and  efficiency  of 
^accident  prevention,'  as  carried  out  by  German  em- 
ployers' associations,  are  the  result  of  combined  expert 
technical  and  economic  knowledge,  which  could  not  pos- 
sibly be  executed  in  equal  measure  either  by  govern- 
mental officers  or  by  employers  organized  according  to 
territory,  instead  of  being  organized  according  to  crafts. 

"The  exemplary  achievement  of  employers  in  the 
direction  of  caring  for  the  well-being  of  their  injured  and 
sick  workmen,  and  for  their  prompt  restoration  to  health, 
is  again  the  direct  result  of  the  present  type  of  organiza- 
tion. The  building  of  hospitals  and  dispensaries  far 
beyond  the  requirements  of  the  law,  and  the  stimulus  and 
systematic   direction   which   has   been   given   to   medical 
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science  and  surgery  through  the  aid  of  these  employers' 
organizations,  could  never  have  been  exerted  through 
force  of  laws  or  any  other  agency. 

"True,    there  are   attacks  of   various   kinds   on   the  workers' 

Objections 

German  accident  insurance  system.  Workers  often  con- 
sider the  compensation  inadequate,  but  forget  that  al- 
lowance ratios  are  higher  in  Germany  than  in  all  other 
countries  which  have  adopted  the  compensation  system. 
Furthermore,  the  payment  of  a  compensation  rate,  fully 
equal  to  sustained  losses,  would  invite  dissimulation  and 
weaken  the  sense  of  personal  responsibility. 

"Some  workers  take  exception  to  the  fact  that  they 
have  no  share  in  the  administration  of  the  accident  in- 
surance system.  They  forget  that  the  task  which  has 
been  placed  upon  the  employers'  association  requires  that 
they  must  have  the  right  to  govern  their  own  internal 
a£Fairs,  and  that  the  interest  of  the  worker  is  properly  re- 
stricted to  co-operation  in  accident  prevention  and  re- 
ceipt of  legally  outlined  accident  compensation.  The 
workers  are  represented  in  the  commissions  which  draft 
legal  accident  prevention  regulations.  They  are  also 
represented  in  arbitration  courts  and  final  appeal  courts, 
where  all  disputed  claims  for  compensation  are  settled. 

"The  employers,  on  the  other  hand,  are,  as  a  general  gygtem 
rule,  satisfied  with  the  accident  insurance  system  as  ^®®^*  "^^^^ 
adopted  some  twenty-five  years  ago.  In  fact,  they  have 
accepted  the  heavy  personal  and  financial  burdens  of  the 
new  state  of  affairs  in  a  spirit  of  cheerfulness.  If,  of 
late,  there  is  a  change  here  and  there  in  this  sentiment,  it 
does  not  signify  opposition  to  the  original  measure,  but 
to  innovations  carried  out  later.     For  instance,  the  in- 
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creased  taxation  for  reserve  funds  is  considered  excessive 
by  a  great  many.  Recent  legislative  tendencies  to  restrict 
the  antononiy  of  the  associations  are  feared  and  opposed. 
"It  must  be  acknowledged  that  some  of  the  small  em- 
ployers are  groaning  under  the  insurance  burdens,  and 
it  is  worthy  of  consideration  whether  or  not,  for  some  of 
these  industries,  which  technicallv  do  not  differ  much 
from  each  other,  territorial  organization  instead  of 
organization  by  crafts  might  not  bring  about  greater 
economy  in  expenditures. 

Social  "Now  a  word  about  the  social  political  theorists.    For 

Theories  ycars  they  have  been  calling  for  unification  of  all  work- 

ers' insurance — accident,  sickness  and  invaliditv — but 
they  have  not  l>een  able  to  give  more  than  a  semblance 
of  reason  for  such  change,  nor  have  they  been  able  to  con- 
struct a  unified  social  insurance  system  which  does  not 
materially  lessen  somewhere  the  benefits  of  the  present 
system.  A  noticeable  change  has  taken  place  in  public 
sentiment  as  well  as  in  scientific  theories  of  workers' 
insurance.  It  has  been  realized  that  the  various  branches 
of  workers'  insurance — sickness,  accident  and  invaliditv — 
rest  upon  dilferent  principles,  and  therefore  necessarily 
require  different  forms  of  organization.  It  follows  that 
it  is  better  to  let  each  branch  grow  according  to  its  own 
special  requirements,  than  to  bring  together  In-  force  that 
which  does  not  belong  together. 

"The  bill,  which  is  at  the  j^resent  time  before  the 
Reichstag,  does  not  restrict  the  independence  of  the  em- 
ployers' associations,  but  in  some  directions  it  makes 
dangerous  concessions  to  the  unification  scheme. 
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"Every  civilized   nation   must,   of  course,   adapt  its  system 

must  be 

accident  insurance  system  to  its  own  economic  and  social  Adapted 

to  National 

conditions  and  to  the  characteristics  of  its  people,  but  Requirements 
it  is  to  be  wished  that  the  insurance  legislation  of  every 
nation  may  succeed  in  strengthening  the  sense  of  social 
responsibility,  in  relieving  individual  distress  and  in 
maintaining  and  increasing  the  strength  and  efficiency 
of  the  nation  in  the  same  measure  in  which  the  German 
empire  has  succeeded,  thanks  to  the  accident  insurance 
reform  of  Emperor  William  I." 

A  Summary  of  Recent  German  Figures 

The  following  general  facts  and  figures,  taken  from 
the  statistics  of  1908,  indicate  the  magnitude  of  Ger- 
many's accident  prevention  and  relief  system. 

Out  of  63,000,000  people  with  16,000,000  wage  workers,  statistics 

of  Germany's 

in  6,100,000  places  of  employment,  there  are  23,750,000  Relief 

System 

persons  insured  against  accidents. 

Benefits  amounting  to  139,500,000  have  been  paid  dur- 
ing 1908  to  906,147  injured  workers,  81,498  widows,  4,192 
parents  and  109,757  children;  2,500,000  accidents  have 
been  compensated  with  |451,000,000  during  the  last  25 
years. 

The  first  year  of  the  accident  compensation  system 
was  1885. 

In  1885,  f5,002  were  paid  in  pensions  for  268  cases  of 
Injury. 

In  1890,  15,088,000  were  paid  in  pensions  for  100,251 
vases* 
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In  1895,  f  12,610,5;U  were  paid  in  pensions  for  318,368 
cases. 

In  1900,  $21,838,000  were  paid  in  pensions  for  594,889 
cases. 

In  1905,  f34,0:*>C,928  were  paid  in  pensions  for  892,901 
cases. 

In  1908,  $39,471,180  were  paid  in  pensions  for  1,008, 
677  cases. 

At  first  glance  this  terrific  growth  of  injury  cases 
and  compensation  seems  ruinous  to  a  nation  or  her 
industries.  But  it  must  be  borne  in  mind  that  the  annual 
pension  method  of  Germany  adds  the  new  cases  to  the 
0|ld,  and  the  total  number  of  pensioners  will  grow  for  a 
number  of  years  to  come. 

The  record  of  veic  accident  cases,  lasting  more  than 
thirteen  weeks,  during  the  twenty-five-year  period,  gives 
this  result : 

In  1885,  268  total  new^  cases. 

In  1890,  42,038       ''       "  " 

In  1895, 

In  1900, 

In  1905, 

In  1908, 


75,527 

iC 

u 

u 

107,654 

U 

a 

u 

141,121 

u 

u 

a 

142,905 

a 

a 

a 

Summary  of  Facts  and  Figures  for  1908 

9,687  workers  were  killed;  1,072  workers  were  perma- 
nently and  completely  disabled;  56,806  workers w^ere  per- 
manently maimed;  73,584  workers  were  temporarily  dis- 
abled; 142,965  injuries  extended  over  13  weeks;  662,321 
is  the  total  number  of  injured  workers;  1,008,677  workers 
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received  pensions  to  the  amount  of  139,500,000  for  occu- 
pational injuries. 

One  Pension  for  Kvery  Sixty-three  Inhabitants 
Truly  tbese  are  tremendous  figures  wliich    migbt  be 
used  to  splendid  advantage  for  terrible  comparisons,  such 
as  we  are  accustomed  to  bearing  on  the  lecture  platform, 


comparison,  the  total  of  6,000  killed  and  wounded  in  the  Life  in  wara 
Spanish  and  Philippine  wars,  or  the  105,000  killed  and 
injured  soldiers  iu  the  six  bloodiest  battles  of  our  Civil 
War,  or  even  the  500,000  killed  and  injured  workers, 
which  number  has  been  given  bj  some  one  as  the  annual 
result  of  accidents  in  the  United  States.  But  this  report 
is  not  intended  as  a  work  of  fiction ;  therefore,  we  will 
continue  to  consider  and  compare  facts  only. 

The  death  rate,  due  to  work  accidents,  has  increased  in 
Germany,  as  ia  evident  from  Figure  6. 

FIGURE  6 
DEATHS   CAUSED    BY   OCCUPATIONAL   ACCIDENTS 
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.  But  the  total  number  of  deaths  due  to  occupational 
accidents  is  small  as  compared  with  other  causes,  as  shown 
in  Figure  7. 

FIGURE   7 

DEATH    CAUSES.      (STATISTICS    1905-07) 
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Figure  8  will  Iwar  careful  study.  It  shows  organization 
receipts  and  expenditures  of  the  German  accident  insar- 
flnce  system.  One  of  the  most  interesting  things  it  points 
out  is  the  large  number  of  workers  not  covered  by  com- 
pulsory insurance  who  come  under  the  Act  voluntarily. 

It  seems  that  with  the  exception  of  one  and  a  half  or 
two  million  people  engaged  in  mercantile  pursuits,  every 
individual  who  can  possibly  be  placed  under  such  an  Act 
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is  now  insured,  either  by  compulsion  or  voluntarily.  We 
are  told  that  the  law  will  be  extended  in  the  near  future 
to  cover  all  those  engaged  in  mercantile  trades,  earning 
f750  per  annum  or  less. 

The  growth  of  workers'  accident  compensation  in  Qer-  Growth  of 
many  since  1885  is  illustrated  in  Figure  9.  compensation 

,  in  Germany 

Germany  undertook  far-reaching  social  relief  by  legis- 
lation and  insurance  on  a  very  large  basis,  far  ahead  of 
that  of  any  other  nation,  and  the  experiment  has  been 
watched  with  great  interest  at  home  and  abroad. 

The  great  internal  harmony  which  Prince  Bismarck 
considered  of  prime  importance  seems  not  to  have  been 
realized,  as  is  evident  from  many  of  the  letters  of  German 
manufacturers  contained  in  the  Appendix.  Dr.  Spiecker, 
a  leader  among  German  industrialists,  president  of  the 
Siemens  &  Halske  Co.,  and  chairman  of  the  League  of  Ger- 
man Employers'  Associations,  said,  during  a  recent  speech : 

"It  is,  unfortunately,  true  that  the  first  object  of 
social  insurance,  which  was  to  bring  lasting  internal 
peace  to  our  citizens,  has  so  far  not  been  real- 
.  ized.  Nevertheless,  it  appears  lately  that  at  least  a 
small  ray  of  light  has  penetrated  the  darkness,  and 
that  there  is  little  realization  among  workers  of  the 
benefits  derived  from  our  social  insurance.  On  the 
other  hand,  economically  and  industrially,  social  in- 
surance seems  to  have  benefited  Germany." 

Dr.  Kaufmann,  president  of  the  Imperial  Insurance 
Department,  and  the  highest  Government  official  connected 
with  German  social  insurance,  made  the  following  signifi- 
cant statement  to  us : 
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"The  workers'  lives  preserved  mean  mainteiuiiice 
and  increase  of  our  national  resources  and  there- 
fore give  splendid  returns  for  the  heavy  financial 
burdens  which  social  insurance  places  upon  our  eco- 
nomic structure.  It  is  not  an  accident  that  the  un- 
precedented expansion  of  German  commerce  and  in- 
dustry and  the  wonderful  improvement  in  the  eco- 
nomic welfare  of  the  nation  during  the  last  twenty 
years  have  happened  concurrently  with  thorough- 
going improvement  in  the  condition  of  our  workers. 
There  is  a  close  connection  between  the  two  events." 
A  striking  illustration  of  the  progress  of  German  in- 
dustries is  given  in  the  following  figures  taken  from  the 
statistics  of  the  employers'  associations  for  electrical  and 
mechanical  trades. 

During  twenty-three  years  there  has  been  an  increase 
in  manufacturing  concerns  from  1,062  to  6,536,  in  workers 
employed  from  44,337  to  238,345,  in  annual  pay  roll  from 
19,000,000  to  $80,000,000,  increase  of  average  wages  59 
per  cent. 

While  the  interest  of  German  employers  and  public 
officials  in  the  social  insurance  progress  of  other  countries 
is  without  doubt  based  primarily  on  considerations  of 
humanity  and  good-will,  the  Germans  make  no  secret  of 
their  desire  to  have  their  system  of  obligatory  social  insur- 
ance adopted  generally  in  all  civilized  countries.  They 
.claim,  and  with  much  justice,  that  general  obligatory 
workers'  insurance  against  accidents,  sickness  and  invalid- 
ity, has  reduced  unfair  competition  in  Germany,  and  has 
brought  the  employers'  interests  together  in  many  desir- 
able ways.     It  has  made  it  impossible  for  the  selfish,  un- 
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scrupulous  or  inexperienced  employer  to  underbid  bis 
humane,  conscientious  and  experienced  neigbbor  by  giving 
less  consideration  to  the  health  and  well-being  of  his  em- 
ployes. Germany  would  like  to  carry  this  same  theory 
into  practice  with  the  employers  of  other  nations  for  the 
sake  of  international  competition. 

In  a  recent  publication  Prof.  Dr.  Hartmann,  the  best- 
known  technical  expert  on  accident  prevention  in  Germany 
and  one  of  the  highest  government  oificials,  says : 

"Various  arguments  have  been  made  for  the  ex-  Germany 
hibition  of  the  German  national  insurance  system  Nations  to 
at  various  foreign  expositions.    It  was  said  tliat  call-  syst^em 
ing  attention  to  the  great  social  monument  which 
Germany  has  built  up  in  this  direction  must  surely 
increase  the  respect  of  the  world.  On  the  other  hand, 
it  was  argued  that  since  German  employers  are 
placed  under  heavy  burdens  on  account  of  their 
large   share   of   workers'    insurance   premiums,   it 
would  l)e  well  to  have  other  countries  know  and 
imitate  Germany's  system.    Foreign  countries  hav- 
ing to  carry  the  same  burden  would  make  the  <iues- 
tion  of  international  trade  easier  for  Germany." 

The  financial  burden  of  German  social  insurance  is 
best  expressed  in  a  quotation  from  Dr.  Kaufnmnn's  letter 
to  us.  He  says:  "From  your  studies  you  understand  in 
a  general  way  the  manifold  benefits  of  our  insurance  sys- 
tem.  Nevertheless,  I  want  to  call  attention  to  a  few  facts 
and  figures.  Up  to  December  1909,  the  complete  system 
(accident,  sickness  and  invalidity  insurance)  paid  $1,925,- 
000,000  to  94,000,000  sick,  injured,  invalidated  workers'  ' 
and   their  dependents.     The   complete   system   pays   out 
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daily  f475,000  and  has  accumulated  reserve  funds  amount- 
ing to  1540,000,000.  These  figures  give  an  indication  of 
the  economic  importance  of  social  insurance." 

Compensation  to  injured  workers  in  Germany  con- 
sists of  : 

1.  Free  medical  attendance,  including  medicine,  sup- 
ports, crutches,  etc. 

2.  Pension  up  to  two-thirds  the  annual  wage  rate  for 
total  disability  and  in  proportion  for  partial  disability. 
For  the  first  13  weeks  this  pension  is  paid  out  of  the 
sickness  fund. 

3.  In  case  of  complete  helplessness  requiring  nurses 
or  attendants,  pension  up  to  100  per  cent  of  annual  wage 
rate  may  be  allowed. 

4.  Free  treatment  in  hospitals  or  sanitariums  and 
pension  of  60  per  cent  maximum  to  dependents.  Compen- 
sation continues  as  long  as  disability  continues,  but  is  sub- 
ject to  increase  or  decrease  in  proportion  to  increased  or 
decreased  earning  capacity  as  the  result  of  injury. 

5.  In  case  of  death  20  days'  wages,  but  not  less  than 
f  12.50,  and  pension  to  dependents  (widows  or  widow- 
ers, children  under  15  years  of  age,  parents,  grand-parents 
or  grand-children)  amounting  to  not  more  than  fiO  per 
cent  of  annual  wages.  Three  hundred  times  average  daily 
wage  is  usually  <*onsidered  annual  wage. 

Deferred  Payments 

One  more  feature  of  the  German  system  needs  to  be 
explained  before  we  go  into  details.  It  is  the  lack  of 
providing  for  deferred  payments  in  the  accident  insurance 
scheme.     On  this  subject  the  sentiment  among  employers 
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is  almost  universal.  They  claim  that  even  with  its  ac- 
knowledged faults  this  feature  of  their  system  is  much 
superior  to  the  methods  used  elsewhere  of  attempting  to 
cover  such  deferred  payments.  They  say  that  neither 
twenty-five  years  ago,  when  Germany  started,  nor  now, 
are  there  statistics  available  upon  which  to  base,  with 
reasonable  certainty,  the  future  cost  of  accident  compensa- 
tion. They  feel  that  it  would  be  a  most  serious  mistake 
to  tie  up  the  billions  of  dollars  required  to  cover  any  rea- 
sonable estimate  of  deferred  payments,  and  think  that  the 
withdrawal  of  such  sums  would  do  niucli  more  harm  to 
German  industrial  development,  which  now  needs  all  the 
available  cash  in  the  country,  than  any  harm  that  can 
possibly  come  to  future  industries  which  necessarily  will 
have  to  start  under  a  heavier  financial  burden  due  to  con- 
stantly increasing  insurance  premiums.  They  feel  that 
such  heavier  burden  is  more  than  outweighed  by  the 
strenuous  pioneer  work  which  had  to  be  done  by  the 
German  industries  at  the  beginning,  and  which  must  be 
done  even  now.  However,  deferred  payments  are  not  Reserve 
altogether  disregarded.  All  employers'  associations  are  ^^i^V 
establishing  reserve  funds  at  increasing  percentages.  Of  ^^^^^^ 
last  year's  premiums  9  per  cent  was  laid  aside  for  reserve 
to  cover  deferred  payments.  Furthermore,  some  em- 
ployers' associations — for  instance,  the  Excavating  Ccm- 
tractors'  Association — covered  the  whole  of  the  deferred 
payments  because  the  nature  of  their  work  and  their  meni- 
l)er8hip  are  not  as  permanent  and  steady  as  those  of  other 
crafts. 


CHAPTER   THREE 

Detad  Deocriptum  oi  Some  oi  tke  Important  Features  of  tke 
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CHAPTER  III 

Detail  Description  of  Some  of  the  Important  Features 

OF  THE  German  System — Effk^iency,  Trompt  and 

Proper  Medical  Aid,  the  "Doctor  Question," 

THE  Contributory  Principle 

We  have  pointed  out  that  wastefulness  is  one  of  the  wastefulness 
serious  faults  of  our  present  employei*s'  liability  system.  Fault  in 
If  we  were  to  consider  the  subjects  according  to  their  systems 
importance,  we  would  place  the  lack  of  general  accident 
prevention  activity  and  antagonism  to  harmonious  rela* 
tions  ahead  of  efficiency,  but  for  technical  reasons  we 
shall  consider  these  subjects  later  on. 

Practically  all  accident  insurance  in  Germany  is  of  the 
mutual  kind.  Accident  insurance  institutions  are  em- 
ployers' associations  organized  according  to  trades  or 
crafts  for  the  purpose  of  carrying,  mutually  and  col- 
lectively, their  workers-  accident  compensation  risk.  Under 
the  German  law  every  employer  must  belong  to  the  or- 
ganization of  his  craft  and  to  these  employers'  associa- 
tions is  given  the  necessary  legal  power  to  enforce  acci- 
dent prevention  and  insurance  rules,  not  only  upon  the 
employer  but  also  upon  the  worker.  For  violation  of  rules 
the  employer  can  b(^  fined  $250  for  each  offense,  and 
in  addition  his  accident  insurance  rates  can  be  increased. 
A  worker  can  be  fined  $2.50  for  each  violation  and  there 
is  now  a  measure  before  the  Reichstag  which  would  make 
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willful  and  serious  destruction  of  safety  aj)plianees  a  pen- 
itentiary offense.  The  whole  administration  of  the  com- 
pensation law  has  really  been  placed  in  the  hands  of  the 
united  employers,  always,  of  course,  under  the  supenis- 
ing  control  of  the  state,  through  the  Imperial  Insurance 
Department. 

It  practically  amounts  to  this.  Germany  says  to  her 
employers : 

"The  interest  of  the  state  demands  the  good  citizen- 
ship and  highest  efficiency  of  every  worker.  Good  citizen- 
ship and  eflSciency  are  dependent  upon  mental  and  phys- 
ical welfare.  It  is  the  duty  of  the  state  to  reduce  to  the 
smallest  possible  degree  all  dangers  to  the  workers'  well- 
being.  Occupational  accidents  are  a  large  factor  in  this 
direction.  We  must  prevent  accidents  and  use  all  pos- 
sible force  and  ingenuity  in  that  direction.  For  unpre- 
ventable  accidents  we  must  compensate  the  injured 
workers  and  their  dependents.  The  public  must  pay  for 
this  compensation,  but  instead  of  levying  a  general  tax 
we  make  it  your  duty  to  collect  this  compensation  from  the 
public  by  adding  to  the  price  of  your  products.  In  order 
that  there  can  be  no  unfair  advantage,  we  compel  every 
employer  to  pay  his  share  toward  proper  insurance  of  his 
workers.  We  must  be  just  to  the  workers,  but  also  just 
to  the  employers.  The  employers  must  not  be  unneces- 
sarily burdened.  We  must  have  a  system  which  gives 
high  efficiency  in  the  industries  and  also  high  state  effi- 
ciency. Our  incapacitated  workers  must  be  taken  care 
of  in  proportion  to  their  decreased  earning  power,  but  we 
must  avoid  anything  that  will  have  a  tendency  to  place 
premiums   upon   laziness,   dissimulation,   imagination    or 
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poverty.  Every  iiidividuars  reasonable  work  is  required 
for  the  good  of  the  nation,  and  to  this  end  it  is  important 
that  an  injured  worker  be  restored  as  promptly  and  as 
efficiently  as  possible  from  the  position  of  a  consuming 
member  to  the  iK)sition  of  a  producing  member  of  soci- 
ety. Go  ahead,  you  employers,  get  together!  Elect  your 
own  officers,  adopt  your  own  rules  and  regulations,  elimi- 
nate waste,  friction  and  rcnl  tape.  fUet  down  to  business 
and  get  results.  The  less  waste  you  have,  the  fewer  ac- 
cidents you  have,  the  less  you  will  have  to  pay  for  insur- 
ance and  the  less  the  nation  will  have  to  pay  for  com- 
pensation." 

We  shall  point  out  how  the  employers  have  made  good.  High 
The  ability  and  the  energy  of  the  men  who,  as  elected  of  the  ^ 
officei-s  of  employers'  associations  without  pay,  have  served  system 
their  crafts  and  their  country,  have  created  in  twenty-five 
years  a  social  insurance  structure  of  which  the  nation  is 
proud,  and  rightly  so. 

The  total  cost  of  litigation  under  the  German  system 
is  only  1.2  per  cent  of  the  total  amount  of  insurance 
expenditures,  and  the  total  efficiency  of  the  insurance 
system  is  remarkably  high.  It  is  said,  by  well  informed 
persons,  that  of  the  money  paid  by  emidoyers  for  liability 
insurance  in  the  United  States  only  from  20  to  40  per 
cent  reaches  the  injunnl  workers. 

Figures  10  and  11  indicate  the  efficiency  of  the  Ger- 
man system  of  compensation  for  occui)ational  accidents. 
Figure  10  analyzes  the  total  cost,  while  figure  11  analyzes 
the  detail  expenditures  which  are  carried  under  the  Ad- 
ministration item  of  12.8  per  cent  in  Figure  10. 
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The  term  "administration  expense"  is  often  used  very 
ambiguously.  Not  often  is  it  construed  as  definitely  as  we 
cover  it  here,  that  is,  as  meaning  every  expenditure  which 
cannot  be  charged  to  compensation  or  to  reserve  fund. 
Medical  attention  for  injured  workers  is  considered  part 
of  the  compensation,  the  same  as  hospital  expenses.  This 
item  amounts  to  1.5  per  cent  of  the  total  sum. 

It  must  be  remembered  that  such  a  high  point  of  ef- 
ficiency can  hardly  be  attained  under  any  other  system. 

1. — Because  employers'  associations  carry  accident 
insurance  on  a  mutual  basis  and  need  make  no  profits  for 
stockholders,  nor  do  they  pay  commissions  of  any  kind  to 
solicitors. 

2. — They  are  headed  by  employers  of  high  stand- 
ing and  much  experience,  who  devote  their  time  and  in- 
telligence to  the  good  cause  without  pay. 

3. — Because  prevention  is  encouraged  under  this 
system.  Insurance  rates  are  always  based  by  expert  ad- 
justers upon  the  hazard  of  each  individual  sliop,  making 
due  allowance  for  the  money  and  energy  spent  in  acci- 
dent prevention  appliances,  somewhat  on  the  lines  of  our 
mutual  fire  insurance  companies. 

There  is  an  additional  reason  for  the  comparatively 
low  cost  of  the  German  system.  Much  of  the  expense  of 
the  Government  Insurance  Department  is  paid  out  of  gen- 
eral government  funds.  Prof.  Dr.  Manes,  one  of  the  best 
European  experts  on  this  subject,  whose  guidance  has 
been  of  very  great  value  to  us,  estimates  that  if  all  the  ex- 
pense of  the  Government  Insurance  Office  was  charged  to 
the  system  it  would  raise  the  administration  expenses  3 
to  4  per  cent.    On  the  other  hand,  it  is  figured  that  this 
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expenditure,  which  might  well  be  considered  a  govern- 
ment contribution  to  the  workers'  compensation  fund,  is 
perfectly  legitimate  because  the  beneficial  results  of 
workers'  insurance  upon  charitable  institutions,  poor- 
houses,  etc.,  which  must  be  kept  up  by  the  state  or  cities, 
warrant  this  government  contribution.  While  we  are 
here  discussing,  primarily,  relief  for  occupational  acci- 
dents, it  is  illuminating  and  proper  to  say  a  word  about 
^  the  extent,  efficiency  and  desirability  of  the  whole  social 
insurance  svstem — sickness,  accident  and  invaliditv.  The 
whole  svstem  is  mutual  and  contributorv.  That  is,  the 
state,  employers  and  workers  each  pay  part  of  the  main- 
tenance expenses.  A  study  of  Figures  12  and  13  brings 
out  the  fact  that  workers  paj-  40  per  cent  of  the  cost  and 
receive  72  per  cent  of  the  total  funds  gathered. 

Under  the  heading  "Efficiency''  we  should  consider  the 
justice  and  policy  of  lump  sum  payments  vs.  pensions. 
The  advantage  of  weekly  pensions  for  injured  workers  weekly 

T  ,       ,  1         'i.!      1  i.       •       Payments    to 

or  dependents  as  compared  with  lump  sum  payments  is  Workers 
so  thoroughly  fixed  in  the  minds  of  German  theoretical  Besf  Method 
and  practical  experts,  that  it  is  impossible  to  find  a  single 
advocate  of  lump  sum  payments.  These  experts  point  out 
that  accident  compensation  to  injured  workers  is  intended 
as  payment  of  a  debt  by  the  public,  through  the  agency 
of  the  employer,  to  jx^rsons  hurt  while  directly  or  indirectly 
serving  the  public.  Therefore,  the  injured  person  is,  or  his 
dependents  are,  entitled  only  to  conditi(nis  similar  to 
those  which  were  disturbed  by  the  injury.  To  place  in  their 
hands,  accustomed  only  to  the  handling  of  w(H»kIy  wages, 
large  sums,  usually  does  more  harm  than  good.  It  is  the 
duty  of  the  public  to  dcMnand,  and  it  is  the  duty  of  the 
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injured  or  bis  dependents  to  guarantee,  no  further  de- 
pendency upon  public  charity  in  return  for  compensation. 

Probably  the  most  important  requii-ement  in  the  di- 
rection of  efficiency  is  prompt  and  proper  medical  aid. 
Authorities  all  agree,  and  are  very  emphatic  on  the  point, 
that  immediate  attention  to  all  injuries  saves  much  suf- 
fering, many  lives  and  limbs,  and  a  great  deal  of  money. 
This  principle  has  been  recognized  by  progressive  em- 
ployers and  insurance  companies  in  the  United  States, 
but  prompt  relief  is  still  lacking  in  too  many  instances. 
It  would  seem  almost  impossible  to  have  relief  extended 
more  promptly  and  more  systematically  than  it  comes  for- 
ward in  Germanv. 

T'^nder  the  German  laws  every  injured  worker  and 
his  dependents  are  taken  care  of  automatically  and  im- 
mediately after  the  occurrence  of  an  accident.  The  first 
thirteen  weeks  medical  attendance  and  comi)ensation  are 
provided  out  of  the  Sickness  Insurance  Fund.  Beginning 
with  the  fourteenth  week  it  is  provided  out  of  the  Ac- 
cident Insurance  Fund. 

Many  German  employers'  associations  have  volun- 
tarily established  dispensaries  and  hospitals?,  and  insist, 
as  they  have  a  right  to  under  the  law,  upon  having  in- 
jured employes  treated  free  of  charge.  Every  injury, 
even  a  sliglit  one,  is  examined  and  treated  by  medical 
specialists.  They  have  learned  that  a  most  tliorongh  and 
specialized  medical  system  is  a  splendid  precaution  against 
more  serious  harm. 

A  recent  special  volume  on  this  subject,  written  for 
the  Berlin  celebration,  devotes  pages  to  specific  cases,  il- 
lustrating  the   tremendous   saving   that   can    be   accom- 
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plislied  in  this  direetioii.  Let  us  quote  one  or  two  il- 
lustrations. The  Bavarian  Building  Industries  Em- 
ployers' Association  established,  to  its  own  satisfaction, 
that  the  expenditure  of  approximate!}'  $8,000  in  prompt 
and  expert  medical  attention  to  its  injured  workmen, 
saved  approximatelj'  $160,000  in  compensation  expenses. 
A  Vienna  insurance  institution  figured  the  net  savings 
in  compensation  due  to  the  establishment  of  .an  ambu- 
lance and  first  aid  medical  station  to  be  $27,000  in  nine 
months. 

An  engine  driver  35  years  old  was  scalded  during  a  t 
wreck.  The  attending  general  physician  thought  the  am- 
putation of  the  left  arm  necessary.  The  employers'  as- 
sociation succeeded,  through  specialists'  treatment  at  its 
own  hospital,  in  saving  the  arm  and  bringing  it  back  to 
normal  strength.  At  the  time  of  accident  the  driver 
earned  $330  per  annum — a  few  years  later  $425  per  an- 
num, which  proves  that  his  earning  cai)acity  was  un- 
impaired. The  amputation  of  the  arm  would  have  meant 
a  cripple  with  less  than  half  earning  capacity  and  a  life 
compensation  of  $150  annually,  equal  to  $S,000  or  $10,000 
total  expense  to  the  Emi)loyers'  Mutual  Insurance  Asso- 
ciation. We  might  quote  fiftj'  similar  cases  showing  the 
wonderful  results  of  conserving  i\w  best  resources  of  the 
nation,  the  s(»lf-respect  and  earning  capacity  of  her  work- 
ers, by  means  of  prompt  and  proper  me<lical  attention. 

There  is  another  phase  of  efficiency  in  which  prompt  Prevention  of 

Tmpi'sltlon 

medical  attention  by  experienced  doctors  with  special  ac-  an<i  imaginary 
cident  training  is  of  immeasureable  value — in  prevention 
of  simulation  and  imaginary  ailments.    Up  to  the  present 
time  German  prevention  experts  have  concentrated  their 
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energy  upon  serious  accidenls,  and  iti  a  later  chapter 
we  shall  point  out  that  their  efforts  have  been  successful. 
But  the  number  of  light  accidents  is  increasing  rapidly. 
A  study  of  Figure  14  shows  that  21.5  per  cent  of  al!  ac- 
cidents are  of  a  duration  of  niore  than  i:{  weeks,  while 
78.5  per  cent  are  of  a  duration  lews  tlian  l.t  weeks. 

FIGURE  14 
DURATION  OF  INDUSTRIAL  INJURIES 


jj^ji^  ^j  In  point  of  cost  statislics  show  that  approximately  75 

LiKht  lo  per  eejjt  of  the  total  funds  expended  for  accident  coniiien- 

Accidents  satioD  and  pi'eventiou  must  he  charged  to  the  21.y  per 

rent  of  the  accidents  lasting  more  than  13  weeks,  while 

only  aliout  25  per  cent  of  tlie  expenditures  can  be  charged 

against  the  7S.5  pi-r  cent  of  accidents  lasting  less  than 
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13  weeks.  This  shows  the  importance  of  preventing  seri- 
ous accidents.  Nevertheless  the  rapid  growth  in  the  num- 
ber of  light  accidents  and  the  serious  part  which  simula- 
tion and  imagination  play  in  this  growth,  have  resulted 
in  the  concentrated  effort  of  German  experts  to  reduce 
the  number  of  such  accidents. 

It  is  pointed  out  that  the  careful  attention  which  is  Medical 

Attendant 

now  given  to  slight  injuries  enlarges  the  workers'  ideas  should  be 

Sfflcient 

of  their  importance.     This,  and  the  fact  that  he  knows 
pensioners  among  his  acquaintances  who  receive,   regu- 
larly, payments  for  past  injury,  act  as  powerful  mental 
suggestion  and  promote  simulation  as  well  as  imaginary 
ailments.    A  Swiss  medical  specialist,  in  discussing  this 
subject,  saj^s :  "To  me  it  is  a  final  conclusion  that  in  cases 
of  accident  the  efficiency  of  the  medical  attendant  is  in 
direct  proportion  to  his  special  training  for  such  work. 
Simulation,  which  usually  begins  very  soon  after  an  ac- 
cident, is  much  strengthened  by  uncertain  action  and  lack 
of  understanding  on  the  part  of  the  attending  physician. 
No  argument,  threat  or  fear  of  penalty  will  succeed  in 
eliminating   simulation   or  ima<j:ination   later  on   if   im- 
proper attitude  of  the  attending  doctor  immediately  fol- 
lowing the  accident  has  allowed  them  to  take  root.''     It 
is  generally  admitted  among  German  experts  that  sinui-  impositicn 
lation  and  imagination  are  t\w  most  serious  drawbacks  ^^^vanc^emen^ 
to  the  progress  of  scientific  accident  compensation.     Not 
one  of  these  experts  admits  that  the  ''German  system"  is 
more  susceptible  to  decepti(m  than  any  other  system  so 
far  known.     In  fact,  it  is  claimed  that  thesc^  drawbacks 
are  inherent  to  any  kind  of  insurance.    Germans  point  to 
the  growth  of  fraudulent  claims  in  fire,  life  and  sickness 
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insurance,  and  say  there  will  be  such  fraud  as  long  as 
there  are  human  beings.  The  temptation  to  secure  some- 
thing for  nothing  has  proven  too  strong  for  many  a  per- 
son who  seemed  honest  under  normal  conditions.  But 
Germans  do  not  stop  at  philosophizing.  The  various  em- 
ploj'ers'  associations  have  taken  steps  to  reduce  simula- 
tion and  imagination  to  the  smallest  possible  degree,  and 
they  say  that  next  to  close  personal  contact  between  the 
officials  of  the  insurance  and  prevention  system,  immediate 
and  proper  medical  attention  by  the  associations'  medical 
expert  is  the  most  important  factor. 
The  "Doctor  The  "doctor  question,"  as  it  is  generally  known  all 

over  the  Continent,  has  become  a  most  important  factor 
internationally  in  workingmen's  accident  compensation. 
At  a  recent  international  conference  at  The  Hague  almost 
three-fourths  of  the  time  was  devoted  to  this  question,  one 
element  advocating  the  selection  of  doctors  by  the  insurer 
(usually  the  employer)  and  the  other  advocating  the  selec- 
tion by  the  injured  workman.  The  latter  proposition  was 
rejected  by  a  large  majority  of  the  international  delegates. 
France  seems  to  have  had  especially  bad  experience  in 
cases  where  the  injured  workman  selects  his  own  doctor. 
It  is  stated  that  the  special  expert  training  which  efficient 
accident  medical  experts  must  have,  is  not  possessed  by 
the  ordinary  physician,  and  it  is  openly  charged  that  col- 
lusion between  injured  workmen  and  unscrupulous  med- 
ical men  has  very  much  increased  simulation,  and  has 
established  a  certain  class  of  ambulance-chasing  doctors. 

The  tendency  toward  simulation  requires  a  long  wait- 
ing period  for  injured  workers.    The  German  system  gives 
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unusual  advantage  in  this  direction  because  the  injured 
receives  relief  from  sickness  insurance  funds  during  the 
first  thirteen  weeks. 

The  co-operation   of  wage  workers   Is  an   important  workers* 

Co-operation 

phase  in   the  direction   of  efficiency  and   elimination   of  Needed 
simulation.     (lermany  recognize<l  that  it  would  be  unjust 
and  unwise  to  penalize  the  fair  and  progressive  employer 
or  worker  for  the  acts  of  the  reactionary  or  lazy  nieml)ers 
of  the  craft. 

The  canses  of  all  accidents  can  be  summed  up  under  cau«es  of 

Accidents 

four  heads.  They  are  due  to  employer's  fault,  to  worker's 
fault,  to  the  combined  fault  of  tlie  two,  or  to  the  hazard 
of  the  occupation.  Figures  15  and  16  picture  responsi- 
bility for  industrial  and  agricultural  accidents. 

The  principle  of  compensating  the  workers  for  acci- 
dents due  to  the  hazard  of  the  industry  or  to  the  em- 
ployer's fault  is  sound,  but  the  principle  of  paying  the 
injured  worker  for  accidents  due  to  his  own  fault  is  neither 
sound  nor  reasonable.  He  should  be  given  the  benefit  of 
the  most  liberal  treatment,  but  without  his  co-operation 
and  contribution  we  cannot  hope  to  progress  as  rapidly 
in  many  directions,  and  especially  in  the  direction  of 
prevention,  as  we  should. 

Mr.  Louis  Urandeis  in  discussing  workers'  contribution  a  Lawyers 

View  of  tlie 

"from  the  standpoint  of  the  lawyer,"  in  the  splendid  little  contributory 

Principle 

booklet  distributed  by  the  Ridgway  Company,  says: 

"The  funds  required  to  nmke  compensation 
should  be  raised  by  contribution  from  both  employer 
and  employe,  preferably  in  equal  shares,  and  pro- 
portionately to  wages. 
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"Xo  system  can  be  effective  in  preventing  acci- 
dents which  is  not  of  a  nature  to  secure  the  fullest 
co-operation  of  employer  and  employe;  and  none  can 
be  just  which  does  not  place  the  burden  of  making 
compensation  for  accidents  actually  occurring  joint- 
1}'  upon  those  who  jointly  had  the  responsibility  of 
preventing  them. 

*'The  compensation  should  be  fairly  commensu- 
rate with  the  loss.     It  should  extend  to  the  protec- 
tion   of    the    dependent    widow    and  children.     It 
should  be  nmde  not  in  a  lump  sum  but  in  install- 
ments continuing  throughout  the  period  of  need. 
It   should   so   far   as   possible   be   definite   in   the 
amounts  to  be  paid,  and  should  bear  a  just  relation 
to  the  amounts  contributed." 
The  argument  is  often  made  that  even  if  the  employer 
paj^s  the  whole  compensation,  the  worker  contributes,  first, 
through    his    physical    suffering    while    injured;    second, 
through   the  rate  of  compensation   which   is   materially 
lower  than  the  employe's  regular  income  while  at  work. 
Several  national  systems  have  been  adopted  on  this  theory 
but  it  looks  like  greater  wisdom  and  better  policy  to  se- 
cure  the   worker's    financial   contribution    and   co-opera- 
tion while  he  is  well  and  to  pay  him  the  full  equivalent  of 
his  lost  earning  capacity  while  injured. 

This  is  the  theorv  of  the  German  svstem.  Sixty-six 
per  cent  of  the  annual  wage  rate  (300  days'  full  wages), 
which  is  ordinarily  the  highest  compensation  paid,  is  con- 
sidered the  full  equivalent  for  complete  disability,  on  the 
theorv  that  the  ordinarv  lay-offs,  expenses  of  tools,  work- 
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ing  clothes,  car  fare,  etc.,  while  at  work  consume  one-third 
of  this  annual  wage  rate. 

Recognizing  the  necessity  of  the  worker's  co-operation,  Proportion  of 

Compensation 

the  German  system  places  17  per  cent  of  the  total  acci-  Borne  by 

W^orkera 

dent  insurance  cost  upon  the  workers. 

Figure  17,  which  has  been  prepared  under  Prof.  Manes' 
super>ision,  illustrates  this  contribution.  Several  other 
experts  figure  that  the  workers'  contribution  is  less,  but 
the  definite  amount  matters  very  little  here.  It  is  the 
principle  which  is  important.  The  contributory  principle 
in  the  accident  insurance  svstem  of  Gernuuiv  is  carried 
into  practice  in  a  way  whicli  is  sometimes  misunderstood. 
The  statement  is  sometimes  made  in  this  country  that 
the  workers  do  not  contribute  in  Germany.  This  is  er- 
roneous. Up  to  the  14th  week  the  injured  worker  re- 
ceives his  compensation,  including  medical  attention, 
through  the  sick  insurance  fund.  Sick  insurance  is  ob- 
ligatory the  same  as  accident  insurance,  and  is  paid  for 
two-thirds  by  tlie  worker,  one-third  by  the  employer. 

An  important  feature  of  joint  contribution  is  the  fact  joint 

.  Contribution 

that  it  opens  the  way  for  meetings  between  workers  and  Fosters 

1  Tx         i.    11.   1  x«  T    1  1  •    1  irarmonlous 

employers.     It  establislies  a  eonnecting  link   which,  ac-   Relations 
cording  to  the  experience  of  European,  as  well  as  AmcT-  Employers 

-.  .  -.  Ill  •  -i-i-^    '^"^   Workers 

lean  manufacturers,  is  of  invaluable  service  in  fostering 
harnumious  nOatioiis  betwecMi  enii)loyers  and  workers. 

The  contributory  principle  is  carried  into  practice  in 
Germanv  not  oiilv  in  accident  insurance,  but  in  all  social 
insurance,  as  shown  in  Ki.unn*  V.\  ( losert  p.  4J»j-  Work(»rs' 
contribution  is  nHoirnized  as  just  and  important  in  the 
Swiss  bill,  which  is  expected  to  beccmie  a  law  durin<r  this 
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session  of  the  Swiss  Parliament.  The  bill  also  recognizes 
the  propriety  of  government  contrilmtion  to  the  accident 
compensation  fund.  The  relative  contributions  from  the 
three  parties  which  is  planned  in  this  Swiss  bill  is  shown 
in  Figure  18.  Swiss  government  insurance  officials  im- 
pressed us  as  being  extraordinarily  expert,  even  among 
the  great  specialists  of  Europe. 

The  Swiss  bill  is  based  upon  the  experience  of  other 
progressive  nations.  It  proposes  to  cover  all  accidents, 
those  occurring  away  from  work  as  well  as  those  occur- 
ring at  work. 

The  advisability  of  workers'  contribution  to  accident 
insurance  funds,  while  questioned  by  a  few,  is  recognized 
and  endorsed  by  the  large  majority  of  German  author- 
ities and  the  efficiency  of  accident  prevention,  as  well 
as  the  elimination  of  simulation  and  imaginary  ailments, 
according  to  these  authorities,  is  dependent  to  a  very 
large  extent  upon  workers'  contribution.  The  extent  to 
which  the  contributory  principle  is  carried  out  in  various 
European  countries  is  evident  from  a  study  of  Figure  4, 
page  14. 

Another  phase  of  the  contributory  principle  as  prac- 
ticed in  Germany  needs  exposition  here.  Contribution  or 
taxation  means  representation.  German  workers  paying 
17  per  cent  of  the  accident  compensation  fund  in  return 
have  representation  (by  election)  in  the  arbitration 
courts,  the  appeal  courts  and  the  commissions  which 
draft  accident  prevention  regulations.  Workers  have  no 
voice  in  the  administration  or  management  of  the  com- 
pensation funds.  Socialistic  labor  leaders  have  been  con- 
testing for  such  representation  for  the  political  and  other 
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influence  it  gives  them  over  the  working  class.  Rather 
than  give  this  representation  German  employers  would 
pay  the  whole  premium. 

Sickness  insurance,  of  which  the  workers  pay  two-  socialists 
thirds  and  the  employers  one-tliird,  is  almost  entirely  in  src'kness 
the  hands  of  Socialistic  labor  leaders.    This  control  is  so  i"«"'-^"^« 
obnoxious  to  the  government  and  to  the  majority  of  the 
employers  that  a  larger  contribution  (50  per  cent  instead 
of  33  per  cent)  and  a  proportionately  larger  percentage  of 
representation  is  planned  for  the  employers  now. 


CHAPTER   FOUR 

Obligatory  Insurance  an  Important  Factor  in  A.cciaent 

Compensation — Various  Forms  of  Insurance, 

Mutual  Insurance,  Statistics,  Scientific 

Inspection,  Litigation 


CHAPTER  IV 

Oblkjatory  Insurance  an  Important  Factor  in  Acci- 
dent Compensation — Various  Forms  op  Insur- 
ance, Mutual   Insurance,   Statistics^ 
Scientific  Inspection,  Litigation 

Many  European  nations,  and  anionjj;:  tlieiu  (iermany,  insurance 

the  best 

long  ago  learned  tliat  the  (*reation  of  a  right  of  recovery  Guarantee 

of 

which  cannot  be  realized  is  of  no  i)ra(tical  value,  and  that  compensation 
insurance  alone  can  guarantee  compensation  to  all  injured 
workers,  without  respect  to  the  financial  responsibility 
of  the  employers.  The  conditions  created  by  the  injury 
of  a  wage  earner  whose  family  is  dependent  upon  his  sup- 
port are  no  ditferent  whether  he  works  for  the  largest  cor- 
poration or  the  smallest  individual  employer. 

The  small  em])loyer  is  a  much  more  sericms  factor  in 
this  problem  than  is  generally  understood.     In  many  of 

» 

our  interviews  with  large  and  small  employers  in  Ger- 
many, and  in  many  of  the  letters,  numbering  one  hundred 
or  more,  which  we  have  received  from  presidents  of  Ger- 
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man  employers'  associations,  the  importance  of  provid- 
ing for  tlie  small  employer  and  his  one,  two  or  three 
workers,  is  emphasized. 

The  latest  estimate  indicates  that  in  Germany  G6  in- 
dnstrial  employers'  associations  cover  696,824  employers 
with  7,868,531  workers,  making  an  average  number  of 
workers  per  employer  of  11;  while  45  agricultural  em- 
ployers' associations  cover  5,434,000  employers  with  some 
17,000,000  workers.  Average  number  of  workers  per  em- 
ployer, 3.  Several  authorities  have  given  it  as  their  opin- 
ion that  more  than  50  per  cent  of  the  wage  workers  of 
the  country  are  employed  in  small  places,  where  an  ac- 
cident verdict  of  from  $5,000  to  $10,000  would  mean 
bankruptcy  to  the  employer,  and,  as  a  consequence,  loss 
of  part  or  all  compensaticm  to  the  injured  worker. 

Our  attention  has  been  called  to  the  fact  that  before 
the  inauguration  of  the  present  system  even  the  cost  and 
worry  of  law  suits  for  accident  compensation  proved  dis- 
turbing, and  oftentimes  destroying,  factors  to  the  small 
employer.  Destruction  of  the  small  employer  usually 
means  no  compensation  for  the  injured  worker,  leaving 
him  and  his  dependents  charges  upon  the  community.  For 
this  reason,  the  German  system  does  not  place  the  bur- 
den of  compensation  upon  the  individual  emploj'er.  It 
places  it  uiK)n  the  industry,  that  is,  upon  all  employers 
of  each  industry.  For  illustration :  All  the  flour  mills 
of  Germany  must  contribute  toward  a  fund,  out  of  which 
is  paid  a  fixed  compensiition  for  each  flour  mill  accident. 
The  originators  of  the  German  system  reasoned  that  only 
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by  universal  and  coUective  action  could  lasting  beneficent  Extended 

Collective 

results  be  secured.    It  would  not  do  to  cover  only  certain  Action  most 

Beneficial 

industries  or  certain  localities.  The  system  must  cover 
practically  every  employer  and  every  wage  worker  in 
every  part  of  the  country,  and  the  individual  financial 
responsibility  of  the  employer  must  be  entirely  eliminated 
from  the  system. 

This,  of  course,  means  compulsory  insurance.  Under 
the  German  law  every  employer  must  belong  to  the  organi- 
zation of  his  craft,  and  to  these  employers'  associations 
is  given  the  necessary  legal  power  to  raise  funds  based 
upon  the  hazard  of  the  industry,  as  well  as  the  prevention 
efforts  of  each  particular  shop.  Assessments  are  made  by 
carefully  trained  scientific  boards  of  experts,  much  the 
same  as  in  our  mutual  fire  insurance  companies. 

Many  countries  have  adopted  the  compulsory  insur-  Growth  of 

Compulsory 

ance  plan,  as  may  be  seen  at  a  glance  from  Figure  3,  insurance 
page  13.  The  sentiment  in  favor  of  such  a  system  is 
spreading  rapidly.  Most  countries  give  the  employer  the 
privilege  of  insuring  either  in  mutual  companies,  stock 
companies  or  state  institutions.  Germany  and  Austria 
compel  insurance  in  mutual  concerns.  Expt^rts  in  these 
countries  have  told  us  that  no  other  compensation  insur- 
ance would  work  satisfactorily.  We  are  by  no  means 
going  to  this  extreme,  but  we  feel  that  the  better  in- 
formed an  employer  is  on  compensation  insurance  de- 
tails, the  better  will  be  the  result.  Close  co-operation 
must  exist  between  insurance  companies  and  employers' 
associations,  so  that  the  experience  of  practical  employers 
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will  be  at  the  disposal  of  insurance  concerns,  and  vice 
versa.  Only  in  tbis  way  can  prevention  efforts  of  each 
insured  employer  bear  the  ]?reatest  possible  weight  upon 
insurance  rates  and  the  experience  of  the  best  preven- 
tion exper.ts  be  placed  at  the  disposal  of  the  insured  at 
all  times. 

It  is  not  enough  to  appeal  to  the  motives  of  liumanity 
among  employers.  They  must  see  that  it  is  a  business 
proposition  for  them  to  invest  in  safety  appliances. 

Mutual  compensation  insurance  by  industries  might 
be  found  as  advantageous  as  is  mutual  fire  insurance 
by  industries.  Most  of  us  know  that  the  rates  of  fire 
insurance  have  l>een  reduced  as  much  as  75  per  cent  in 
some  establishments  by  the  adoption  of  the  mutual  prin- 
ciple and  the  selection  of  risks.  That  a  similar  showing 
can  be  made  in  accident  insurance  is  proven.  As  an  il- 
lustration :  Commercial  travelers  were  considered  a  haz- 
ardous risk  years  ago,  and  had  to  pay  $25  to  $35  annual 
premiums  for  accident  insurance.  I5y  establishing  com- 
merciar  travelers'  mutual  insurance  this  premium  rate 
has  been  reduced  to  an  average  of  $7.74  per  year  for 
twentv-seven  vears.  However,  it  would  be  a  most  serious 
mistake  for  us  to  endorse  mutual  accident  compensation 
insurance  in  too  broad  a  wav. 

Compensation  insurance  will  have  a  hard  period  before 
it  can  come  down  to  equitable  standard  rates.  Competi- 
tion is  going  to  play  havoc  with  insurance  rates,  just  as  it 
has  in  England,  and  unscrupulous  promoters  are  going 
to  take  advantage  of  the  fact  that  a  final  accounting  in 
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accident  insurance  cannot  be  brought  about  in  less  than  strict  insur- 
ance Laws  and 

fifty  years.    That  is  such  a  long  time  that  the  promoters  ciose  scrutiny 

by  Employers 

can  make  money  and  get  out,  leaving  the  insured  em-  R^«i"*site 
ployers  and  workers  to  hold  the  bag.     The  strictest  kind 
of  insurance   hiws  and   the  closest  kind  of  scrutinv  on 
the  part  of  employers  will  only  lessen,  it  will  not  elimi- 
nate, this  danger. 

The  establishment  of  mutual  fire  insurance  has  stimu- 
lated the  fire  insurance  business,  and  the  establishment 
of  mutual  compensation  insurance  will  stimulate  com- 
pensation insurance  business  in  a  similar  waj'.  As  long 
as  the  end  is  assured  the  emploj-er  should  be  given  all 
l)ossible  freedom  in  selecting  his  insurance.  The  success 
of  a  svstem  and  the  interest  of  all  concerned,  demand  that 
every  method  which  can  be  provided  for  compensation 
shall  definitely  assure  the  compensation  to  the  injured 
worker  when  it  becomes  due. 

Statistics 
Scientific    prevention    and    insurance    are    impossible  Necessity 

of  Accurate 

without  accurate  statistics.    We  have  discussed  this,  and  statistics 
also  the  lack  of  such  statistics  in  the  United  States,  but 
we  want  to  call  attention  to  the  fact  that  almost  any  sort 
of  information  can  be  gathered  from  the  German  statistical 
tables.     Efforts  to  increase  efficiencv  or  reduce  risks  and 

ft/ 

to  base  the  rate  of  contribution  upon  the  exact  ratio  of 
risk,  are  constantly  made  by  trained  experts.  The  fol- 
lowing figures  indicate  this  tendency. 


Indui  trial 
Accidents 
According  ti 
Days   and 
Hours 
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Figure  19  points  out  tlie  fi-equency  of  iiiduntrial  ac- 
cidents according  to  days  and  hours.  Please  note  that  be- 
tween the  hoars  of  9  A.  M.  and  12  M.  and  3  and  6  P.  M. 
there  are  the  greatest  number  of  accidents,  also  that  more 
accidents  occur  on  Monday  and  Saturday  than  on  any 
other  week  day.  If  we  give  credit  to  the  general  belief 
that  the  great  percentage  on  Saturday  is  dae  to  the 
fatigue  of  the  workers,  we  may  also  be  compelled  to  infer 
that  a  similar  fatigue  exists  among  workers  on  Monday 
morning. 


FIGURE  19 


FRBQUENCY  OF  INDUSTRIAL   ACCIDENTS  ACCORDING 
TO  DAYS  AND  HOURS. 
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Figure  20  indicates  the  frequency  of  hulustrial  acci-  industrial 

Accidents 

dents  according  to  age  and  sex.    Please  note  in  this  and  According  to 

Age  and  Sex 

the  following  diagram  the  increased  hazard  in  all  occu- 
pations due  to  age.  Several  countries  have  had  sad  ex- 
periences in  barring  older  men  from  employment  on  ac- 
count of  their  greater  liability  to  accidental  injury. 
Under  the  German  system  there  is  no  such  disadvantage, 
and  we  should  see  to  it  that  there  is  none  in  our  country. 
Another  lesson  pointed  out  in  this  chart  is  the  low  rate 
of  accidents  to  women  workers  as  compared  with  men  in 
the  industries. 

FIGURE  20 
FREQUENCY    OF    ACCIDENTS   ACCORDING  TO  AGE  AND  SEX 
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Figure  21  pictures  the  freiiuency  of  affricultunil  acci- 
dents accordinjr  to  age  and  sex.  Please  note  that  tlie 
rate  of  accidents  to  women  workers  is  hijii:her  here  than 
the  rate  of  accidents  to  men,  illustrating  the  fact  that 
accident  compensation,  insurance  and  preventitm  have  as 
large  a  field  on  the  farm  as  in  the  industric^s. 

FIGURE  2\ 
FREQUENCY    OF    ACCIDENTS    ACCORDING   TO  AGE 

AND  SEX 
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Agricultural    workers. 

Figure  22  c()nii)ares  freciuency  of  accidents  according 
to  days  of  the  week  for  industrial  and  ap'icultural  work- 
ers. Please  note  that  farmers  are  sufferinjj:  from  the  same 
fatigue  which  characterizes  the  industrial  workcTs  on 
Saturday  and  Monday. 
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FREQUENCY    OF    ACCIDENTS    ACCORDING    TO    DAYS 
OF  THE  WEEK 
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Compnrisuri  nt  indiislrinl  ntnl  nKrii^Hdnrnl  ivcirkirs. 
t<ctcntific  Iiisprrtioi) 
A  scientific  Imt  practical  inspect  ion  system  is  prob- 
ably one  of  tlie  ■;xeiitest  refiuironients  for  a  proper  soln- 
tion  of  this  problem.  A  tliorougb  factory  inspection 
system  is  a  very  important  part  of  tbe  German  accident 
prevention  ami  insurance  system.  Tliere  are  two  Itinds 
,  of  inspectors — ftovcrnment  inspectors  and  employers'  as- 
sociation inspectoi-s.  The  duty  of  tlie  former  is  prin- 
cipally to  see  tliat  workinp  conditions  are  in  keeping 
with  the  law,  wliile  the  duty  of  the  latter  is  chiefly  to 
see  that  those  conditions  conform  to  the  regulations  of 
employers"  a-ssociations.  But  a  very  important  duty  of 
both  classes  of  insijectors  is  to  study  working  condi- 
tions, determine  hazards  and  make  suggestions  to  the 
administration  officers.  To  this  end  specialists  of  high 
grade  are  eini>loyed   principally   by  employers'   associa- 
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tions,  and  in  many  cases  these  men  devote  their  whole 
lives  to  a  study  of  the  hazards  of  a  particular  industry. 
It  is  the  specialization  and  the  certainty  of  remaining 
in  a  chosen  line  regardless  of  political  or  administrative 
changes  which  make  the  German  inspection  system  so 
efficient.  New  men  entering  this  profession  must  start 
with  a  thorough  theoretical  and  practical  education. 
They  must  be  graduates  of  engineering  colleges,  and  are 
often  placed  in  subordinate  positions  with  little  pay  for 
years,  before  they  are  promoted  to  posts  of  real  respon- 
sibility. There  is  no  connection  between  state  or  national 
politics  and  appointments  of  this  kind. 

The  following  concise  statement  bearing  on  this  sub- 
ject was  prepared  for  us  by  Dr.  Konrad  Hartmann,  Pro- 
fessor of  Preventive  Engineering  and  the  highest  govern- 
ment authority  (m  such  subjects  in  Germany: 

"All  factories  in  the  German  Empire  are  inspect- 
ed l)oth  by  officials  of  the  State  Boards  of  Inspection 
and  by  experts  in  the  employ  of  the  employers'  as- 
sociation. 

"The  State  Boards  of  Industrial  Inspection  de- 
rive their  authority  from  the  governments  of  the 
Federal  states.  Their  principal  function  is  the  en- 
forcement of  the  imperial  laws  governing  industrial 
affairs  and  of  the  special  rules  and  regulations  en- 
acted by  the  Federal  Council  or  the  authorities  gen- 
erally for  the  protection  of  German  workingmen. 
These  State  Boards  of  Inspection  deal  principally 
with  the  prevention  of  accidents;  they  inspect  and 
supervise  steam  boilers  and  plants  requiring  spe- 
cial   licenses,    they   investigate    the   working    con- 
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ditions  of  women  and  children  and  look  into  ques- 
tions affecting  factory  hygiene,  night  and  Sunday 
work,  wages  and  hours  of  employment. 

"The  members  of  these  State  Boards  of  Inspection 
are  state  officials.     Before  being  appointed,  they  Educational 

,  ,  Requirements 

must  attend  technological  institutes  for  three  years  for  Government 

Inspectors 

and  study  law  and  national  economy  for  another 
year  and  a  half.  Two  examinations  are  required  of 
them,  one  covering  their  knowledge  of  engineering 
or  chemistry,  and  the  other  one  covering  practical 
experience  of  one  and  a  half  years'  service  to  the 
Board  in  a  minor  capacity.  After  passing  these  two 
examinations,  they  become  so-called  industrial  as- 
sessors- and  subsequently  inspectors,  to  each  of 
whom  is  assigned  a  certain  district.  In  the  course 
of  time  the  inspector  becomes  what  is  called  an  ^in- 
dustrial counsellor'  and  is  then  considered  a  gov- 
ernment official.  Last  year  the  State  Boards  of  In- 
dustrial Inspection  employed  488  inspectors,  among 
whom  there  were  29  female  assistants.  To  this 
number  must  be  added  114  special  mine  inspectors. 
Both  the  ffictory  and  mine  inspectors  render  annual 
reports  wliich  are  published. 

"The  employers'  associations  are  organized  for 
the  purpose  of  operating  (under  the  supervision  of 
the  imperial  government)  the  compulsory  accident 
insurance  system  to  which  all  employers  are  subject 
in  German V.  These  associations  are  authorized  to 
prescribe  accident  prevention  measures  for  the 
plants  within  their  jurisdiction  and  to  engage  the 
necessary  inspectors  for  their  enforcement.     These 
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inspectors  must  be  trained  engineers  and,  as  a  rule, 
men  with  a  college  or  university  education  are 
chosen.  About  340  inspectors  are  employed  by  the 
employers'  associations  at  the  present  time.  Agri- 
culture has  no  adequate  system  of  supervision  or  in- 
spection as  yet,  but  such  a  system  will  be  estab- 
lished in  the  next  few  years.  Annual  reports  are 
rendered  by  the  experts  of  the  employers'  associa- 
tions concerning  their  work.  These  reports  are  pub- 
lished and  contain  a  great  deal  of  statistical  and 
other  information  concerning  the  science  of  acci- 
dent prevention. 

"This  two-fold  system  of  factory  inspection  has 
so  far  caused  no  frictiim  or  abuses  of  any  kind.  This 
for  the  reason  that  the  large  number  of  plants  to  be 
inspected  makes  it  impossible  to  visit  any  particular 
concern  more  than  once  a  year  and  the  requirements 
of  the  State  Boards  of  Inspection  and  of  the  em- 
ployers' associations  are  practically  uniform." 

As  already'  mentioned,  the  efficiency  of  the  inspection 
department  and  the  personnel  thereof  account  in  a  large 
measure  for  the  high  standard  of  the  whole  system,  and 
for  the  absolute  reliability  of  statistical  records.  On  this 
point  Mr.  Frederick  K.  Hoffmann,  statistical  expert  for 
the  Prudential  Insurance  Company  in  the  United  States, 
is  quoted  as  follows : 

"I  do  not  hesitate  to  say,  without  fear  of  ccmtra- 
diction,  that  a  single  report  of  a  technical  supervis- 
ing official  in  any  branch  of  the  German  industry 
contains  more  matter  of  real  determining  and  vital 
importance  than  all  the  reports  which  have  ever 
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been  made  under  our  inadequate  system  of  factory 
inspection." 

We  are  confident  that  Mr.  Hoffmann's  statement  is 
not  intended  as  a  reflection  upon  individuals — no  more  so 
tlian  our  argument.  It  is  the  system  and  not  the  men 
that  must  be  attacked  and  changed. 

Litigation 

The  shortcomings  of  our  present  laws  in  antagonizing 
harmonious  rehitions  between  employers  and  workers  are 
too  well  known  to  need  lengthy  explanation.  Every  em- 
ployer  of  experience  is  aware  that  in  nine  cases  out  of 
ten  any  kind  of  settlement  with  an  injured  workman 
under  our  present  laws  is  unsatisfactory.  It  is  more 
or  less  a  gamble.  The  relaticms  of  employer  and  em- 
ploye often  are  transformed  into  personal  dislike,  or 
even  hatred,  during  damage  suits  and  this  feeling  leaves 
a  lastingly  bad  influence,  sometimes  through  a  whole 
establishment.  There  is  no  gamble  in  the  German  Between* 
system,   and   even   in    controversies   which   arise   regard-  and^Empioye 

•  ^.  At         *     f    »  t       t  t  ^       •    J.  x«      I'nder  German 

mg  compensation  the  individual  employers  interest  is  system 
not  opposed  to  that  of  his  injured  worker.  In  fact, 
he  is  usually  very  much  interested  in  seeing  that  his 
worker  receives  a  fair  deal  at  the  hands  of  his  employers' 
association.  Let  us  point  out  the  regular  method  which 
is  provided  for  determining  compensation. 

The  first  step  is  the  decision  of  a  regular  commission 
consisting  of  members  of  an  employers'  association. 
Every  case  of  injury  lasting  more  than  13  weeks  must  be 
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referred  promptly  to  these  coniiuissioiis.  We  have  al- 
ready explained  that  during  the  first  13  weeks  the  in- 
jured person  receives  medical  treatment  and  financial 
and  other  benefits  from  the  sickness  insurance  fund, 
to  the  cost  of  which  the  employer  pays  33  per  cent  and 
the  worker  66  per  cent.  The  award  is  promptly  trans- 
mitted to  the  injured  worker  in  writing  on  regular 
blanks,  which  have  printed  on  them  in  black  type  a  notice 
to  the  effect  that  if  the  award  is  not  satisfactory  to  the 
injured  or  his  dependents  it  can  be  appealed  within  one 
month,  free  of  cost,  to  one  of  the  regular  arbitration 
courts,  which  becomes  the  second  step  of  the  legal  process. 
These  courts  consist  of  a  regularly  appointed  judge,  who 
has  had  special  training  for  this  class  of  work.  He,  with 
two  employers  elected  by  the  employers  of  the  district, 
and  two  wage  workers  elected  by  the  wage  workers  of 
the  district,  make  a  jury  of  five  experts.  The  employers 
and  workers  are  taken  from  the  industries  in  which  the 
accident  has  happened.  In  other  words,  for  agricultural 
accidents  two  employing  farmers  and  two  farm  hands 
serve  with  the  judge,  while  in  the  machine  trade  two 
machine  manufacturers  and  two  workers  engaged  in  that 
trade  serve  with  the  judge.  A  majority  decision,  that  is, 
three  out  of  five  votes,  fixes  the  status  of  the  appealed 
case. 

We  attended  two  arbitration  court  sittings.  The  regu- 
lar judge  with  his  associate  commissioners  of  employers 
and  wage  workers  tried  from  20  to  22  appealed  cases  in 
two  and  one-half  to  three  hours.  There  was  no  hurry, 
a  remarkable  absence  of  formality,  a  thoroughness  and  a 
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serious  common-sense  endeavor  to  get  at  the  facts,  which 
made  a  much  more  favors^ble  impression  upon  us  than 
the  numerous  damage  cases  which  we  have  seen  tried  in 
our  courts.  An  experienced  doctor  was  present  to  assist 
the  court  in  matters  requiring  medical  knowledge.  In 
many  cases  a  medical  examination  was  made  in  the  court 
room.  Both  sides  to  a  controversy  have  the  privilege 
of  representation  through  counsel,  but  the  authority  of 
the  judge  and  of  the  jury  is  so  great  that  practically  no 
advantage  can  be  secured  by  introducing  technical  ques- 
tions. The  fact  that  the  total  litigation  expenses  amount 
to  only  1.2  per  cent  of  the  insurance  premiums  indi- 
cates that  the  system  is  thoroughly  efficient.  This 
lunount,  however,  does  not  cover  that  part  of  the  court 
cost  which  is  borne  by  the  state. 

The  award  of  the  arbitration  court  is  transmitted  to  oniy 
both  sides,  but  in  important  matters  this  award  can  be  cas^  ^*"' 
appealed  to  a  court  of  last  resort,  which  is  called  a 
"Senate."  Such  a  Senate  consists  of  a  chairman,  always 
a  jurist,  appointed  by  the  Imperial  Insurance  Depart- 
ment, two  technical  experts  of  the  same  department,  two 
judges  of  regular  courts  and  one  employer  and  one  em- 
ploye, a  total  of  seven  men.  There  is  no  appeal  from  the 
decision  of  this  court,  but  in  case  two  such  Senates 
render  decisions  which  seem  to  establish  different  prece- 
dents, there  is  a  provision  for  an  enlarged  Senate,  or  two 
Senates  meet  jointly  and  can  overrule  either  one  or  both 
decisions. 

The  time  required  from  the  first  decision  to  final  rul- 
ing is  said  to  be  never  more  than  a  year,  and  more  often 
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only  from  four  weeks  to  four  months.  During  tlie  period 
pending  final  decision  part  compensation  is  paid  in  all 
desetving  cases.  That  the  compensation  awards  are 
reasonably  just  is  evident  fi-oni  the  comparatively  low 
percentage  of  changed  decisions,  as  shown  in  Figure  23. 
In  every  one  of  the  42  cases  whicli  we  saw  transacted 
the  decision  of  the  five  men  was  uiianiinous. 

FIGURE   23 
DISPUTED    COMPENSATION    CLAIMS 


A  feature  which  struck  us  very  forcibly  in  watching 
tile  work  of  the  Oerniaii  arbitration  courts  was  the  fact 
that  in  several  cases  small  employers  appeared  in  behalf 
of  their  workmen,  endeavoring  to  secure  the  highest  rate 
of  coiupensiition  consistent  with  justice.  However,  in 
each  case  the  eniph)yer*s  argument  seemed  to  avail  noth- 
ing before  the  fair  and  impartial  court.  While  the  result 
was  not  in  the  slightest  degi-ee  influenced  by  the  em- 
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ployer's  friendly  feeling  toward  his  injured  workman,  it 
was  a  decided  contrast  to  the  usual  attitude  of  employer 
and  worker  before  our  courts  in  damage  suits. 

The  importance  of  single  liability  is  recognized  in   importance  of 

Singlo 

Germany.  While  it  is  possible  to  sue  an  employer  for  Liability 
heavier  damages  than  those  awarded  under  the  automatic 
compensation  act  in  cases  of  criminal  carelessness,  such 
suits  are  unknown.  Neither  in  insurance  rates  nor  in 
any  other  phase  of  the  insurance  system  is  any  other 
obligation  considered  than  that  established  under  the 
Compensation  Act. 


CHAPTER    FIVE 

rlaxardous  Occupations — Comparative  Hazard  or 

Industry  and  Farm 
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CHAPTER  V 

Hazardous  Occupations — Comparative  Hazard  of 

Industry  and  Farm 

Statistical  records  compel  a  readjustment  of  our  con-  a  New 

^.,,.  ixi  i.»i  ii»  •      ClasHiflcatlon 

veutional  notions  as  to  the  comparative  hazard  of  van-  of  Hazards 
ous  employments.  A  number  of  our  states  have  expressed  *  ^^®^®*''y 
in  their  laws,  or  contemplated  laws,  the  opinion  that  there 
are  among  the  regular  trades  certain  very  dangerous  ones, 
and  that  if  these  trades  are  covered  by  obligatory  com- 
pensation for  accidents,  the  problem  will  be  nearly  settled. 
We  have  heard  this  sentiment  expressed  very  strongly  by 
some  of  the  framers  of  the  -New  York  law.  The  building 
trades,  for  illustration,  are  classed  in  this  category  in 
the  state  of  New  York.  We  have  had  five  charts  prepared 
from  the  statistics  of  the  German  empire,  which  tell  a 
surprising  story. 

Figure  24  analyzes  the  total  number  of  accidents. 

Figure  25  shows  the  comparative  number  of  total  and 
permanent  disability  cases. 

Figure  20  analyzes  all  cases  of  permanent  and  com- 
plete disability. 

Figure  27  deals  with  partial  permanent  disability. 

Figure  28  analyzes  temporary  disability. 
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FIGURE   28 


TEMPORARY    DISABILITY    CAUSED    BY    OCCUPATIONAL 
ACCIDENTS    IN    J908 


All  ttese  (lata  ai'e  based  iipon  statistics  for  tlie  year 
1908,  which  do  not  materially  diffei"  from  foriiier  years 
except  that  they  show  a  reduction  in  the  proportion  of  farm 
accidents  to  those  of  other  occupations. 

After  studying  these  charts  it  would  seem  of  little  The  Farmer 


the  farmer.     He  stands  first  on  each  of  the  five  charts  ^''•'*'"' 
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charged  with  43.5  per  cent  of  the  total  number  of  in- 
jured; 30  per  cent  of  the  total  numl)er  of  dead;  32.5  per 
cent  of  the  total  number  of  permanently  completely  in- 
capacitated; 45  per  cent  of  the  total  number  of  perma- 
nently i)artly  incapacitated  and  45  per  cent  of  those 
temporarily  incapacitated. 

Compare  this  wiUi  the  building  industry  which  contrib- 
utes 7.5  per  cent,  8.5  per  cent,  5.5  per  cent,  6  per 
cent  and  9  per  cent,  respectively,  of  the  various  degrees 
of  injury,  and  it  becomes  evident  that  accident  prevention, 
compensation  and  insurance  has  as  large  a  field  on  the 
farm  as  it  has  in  the  industries.  We  do  not  want  to  be 
understood  as  asserting  that  there  are  more  injuries  per 
thousand  among  farm  workers  than  there  are  in  the  more 
hazardous  industrial  callings,  but  even  here  the  farmer 
shows  up  fairly  high,  as  is  evident  from  a  study  of  Figure 
1  (frontispiece).  This  chart,  entitled  "Frequency  and  Re- 
sults of  Accidents,"  is  a  translated  reproduction  of  one  of 

the  most  important  official  tnbles  of  the  Imperial  Insurance 

« 

Department.  It  is  well  worth  very  careful  study.  Prof. 
Dr.  Manes  places  the  number  of  injured  farmers  per 
thousand  insured  at  a  lower  figure  than  is  shown  in  this 
official  table,  but  the  importance  of  covering  farm  workers 
is  not  lessened,  even  if  the  rate  per  thousand  is  reduced 
by  one-half.  To  safeguard  the  gi-eatest  number  of  hu- 
man beiugs  and  to  compensate  the  greatest  number  of  in- 
jured workers  must  be  the  basis  for  action,  and  a  system 
which  excludes  43.5  per  cent  of  all  injured  workers  can- 
not be  called  just  or  progressive. 
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The  importance  of  covering  the  farm  workers  is  fur-  Agrricuiturai 

Hazard  must 

ther  evidenced  by  a  study  of  records  of  former  years.  At  i>e  considered 
the  beginning  of  the  accident  insurance  period  in  Ger- 
many the  same  erroneous  impression  existed  there  as  to 
tlie  relative  hazard  of  industrial  and  agricultural  work 
which  now  exists  in  this  countrv.  Statistical  records  for 
a  few  years  brought  a  change  in  Germany,  as  is  shown 
by  the  following  statement  from  the  official  insurance 
record  of  the  year  1902: 

"It  was  formerly  believed  that  agricultural  pur- 
suits were  comparatively  free  from  accidental  in- 
jury. The  enforcement  of  the  compensation  law  of 
1886  has  proven  this  view  erroneous.  The  statistics 
for  1901  show  that  the  48  agricultural  employers' 
associations  of  (lermany  during  this  one  year  have 
had  to  compensate  50,039  injured  workers,  which  is 
540  more  than  are  charged  against  the  G5  industrial 
employers'  associations  for  the  same  period." 

What  German  statistics  have  proven  regarding  the 
hazards  of  farming  every  other  country  which  has  given 
this  subject  attention,  has  found  to  be  correct  only  it  is 
more  difficult  to  prove  elsewhere  because  of  lack  of  reli- 
able information. 

Germany  was  not  slow  to  call  attention  to  farm  ac-  Decrease  in 
cident  statistics,  as  may  be  seen  from  the  following  illus-  Accidents  in 

Germany 

trations  and  figures  copied  from  official  German  records. 
The  result  is  a  dei*rease  in  the  number  of  farm  casualties 
from  more  than  50  per  cent  of  the  total  casualties  of  the 
empire  in  1902  to  43.5  per  cent  in  1908. 
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All  dangfrous  parts  of  opparatus  and  nil  snfoty  devices  ore  painted  red 
lo  attract  workers'  specinl  ntteniion. 


H,&i5  accidents,  including  G32  deaths,  among  farm  workers  are  caused  b 
falls  from  ladders,  out  of  haylofts,  etc.,  during  one  j'ear. 
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Daogerous  animala  must  be  guarded. 


19.143  iDJurieR,  indudinE  1.1W>  ik'nlha.   among  farm  vorkeis  are  caoied 
by  animal  bilea  and  kirka  during  otii^  year. 
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Form  nagoQS  must  Ire  equipped  with  safety  appliances. 
Agricultural  tenmiu;;  la  responsible  for  lO.-D'C  aocideuts  iu  one  year. 


Illustration  to  tbe  left  shows  tbc  safe  loatling  of  timber. 
IlUistrntion    lo    llie    liRbl    shown    (he   proper   method   of    fastening    loirs 
luring'  hauling,  nnd  calls  atlentioD  to  proper  condition  of  brakes  for  lumber 
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TbrpshiDg  niadiiur  uUhoiit  nnr]  nilli  snfety  dcvici^B. 

Threshiiis  macliioi's   nre   rL>«!>ouaibl«  for  1,2W>  actideiits    (44  dpatUa)    i 
one  year. 
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Farmers'  powor  Irnn^nitprivn  iiiarhlniry.  without  nt\i\  ivith  snfpty  owrhit 


FIGURE    39 


^ 
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Farmers'  cider  mill  wilb  and  ivilliouc 


There  ia  every  re-ason  to  believe  that  the  hazard  of  tlie  abMcu 
farm  as  coinpareJ  witli  the  industries  is  even  ^jreater  in  o^u, 
the  United  States  than  it  is  in  Germany.     First,  because  Jj^"  " 
there  is  more  pioneer  fanning  ttbich  is  necessarily  more 
dangerous,  and  second,  liecause  the  use  of  farm  machin- 
ery is  much  more  extensive  among  farmers  in  the  United 
States  than  in  European  countries. 

A  recent  statement  of  Mr.  "Walter  Drew  of  New  York, 
on  this  subject  is  convincing  and  to  the  point.  He  says: 
"And  why  should  not  agriculture  he  the  most 
dangerous  of  all  employments?  A  farm  worker 
drives  teams,  uses  explosives,  handles  machinery 
of  all  sorts,  both  in  and  out  of  doors,  acts  as  car- 
penter, wood-cutter,  painter,  and  as  a  general 'Jack 
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of  all  trades/  His  work  and  Ills  driving  to  mar- 
ket take  him  across  railroad  tracks,  in  and  around 
cai^,  freight  elevators,  etc.  There  is  scarcely  a  risk 
applicable  to  any  dangerous  trade  that  does  not 
fall  to  him  at  one  time  or  another,  and  added  to 
all  this,  and  especially  so  far  as  the  use  of  tools 
and  machinery  m  concerned,  he  is  not  specially 
skilled  or  trained,  and  has  to  work  in  company 
witli  other  men  who  are  likewise  more  or  less  un- 
skilled. 

"Consumption  of  agricultural  products  in  this 
country  has  increased  60  per  cent  in  the  last  ten 
years,  and  production  has  increased  but  30  per  cent. 
One  of  the  most  important  of  our  present  problems 
is  to  encourage  labor  to  seek  the  farm.  Is  there 
any  reason,  in  justice,  why  liability  acts  or  com- 
pensation measures  should  not  protect  the  farm 
worker,  and  is  there  not  every  reason,  from  the 
standpoint  of  national  industrial  well-being,  why 
the  farm  worker  should  be  equally  protected  with 
other  workers,  and  every  possible  objection  to  farm 
work  removed?-' 

A  study  of  hazardous  occupations  would  be  incom- 
plete witliout  analyzing  all  occupations  with  the  view^  of 
learning  the  particular  kinds  of  work  which  are  respon- 
sible for  most  accidents. 

Figures  41  and  42,  the  one  analyzing  farm  activities 
and  the  other  one  industrial  activities,  are  full  of  sur- 
prises. Note  that  falls  from  ladders  are  by  far  the  most 
serious  cause  of  accidents;  thev  stand  first  in  the  farm 
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list,    charged    with    99    accidents    per    100,000    insured  comparative 

statistics 

workers,  and  second  on  the  industrial  list,  charged  with 
143  accidents  per  100,000  insured  workers.  Teaming, 
loading  and  unloading,  and  machinery  come  next  in  im- 
portance and  steam  boilers  rank  last  on  both  lists. 


CHAPTER   SIX 

Prevention  of  Accidents — Cause  and  Cure  of  Injuries 

European  Safety  Museums  (Accident 

Prevention  Institutionfi) 


CHAPTER  VI 

Prevention  of  Accidents  — Cause  and  Cure  of  Injuries 

European  Safety  Museums  (Accident 

Prevention  Institutions) 

In  line  with  the  official  declaration  of  the  National  importance  of 

Accident 

Association  of  Manufacturers,  Germany  places  prime  im-  Prevention 
portance  upon  accident  prevention.  Very  complete  sta- 
tistical figures  kept  for  25  years  have  intensified  in- 
terest in  and  action  on  this  subject  to  such  a  degree  that 
it  can  well  be  called  a  national  probleiri.  For  the  recent 
25th  anniversary  celebration  commemorating  the  begin- 
ning of  workers'  accident  compensation  insurance,  five 
splendid  volumes,  each  of  very  liberal  size,  were  devoted 
to  the  subject  of  accident  relief,  and  nine-tenths  of  all 
dealt  with  prevention.  One  volume  was  prepared  by  the 
Imperial  Insurance  Department,  one  by  the  industrial 
employers'  associations,  another  by  the  agricultural  em- 
ployers' associations,  one  by  the  Society  of  Prevention 
Engineers,  and  one  by  the  medical  fraternity. 

That  from  a  humane  viewpoint  accident  prevention 
is  not  only  desirable  but  absolutely  necessary  requires 
no  argument;  that  it  pays  as  a  business  proposition  can 
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Accident 
Prevention 
a  Paying 
Investment 


be  demonstrated  from  German  statistics.     The  transla- 
tions of  numerous  letters  from  German  employers,  mostly 
presidents  of  the  organizations  of  their  crafts,  are  quoted 
in  the  Appendix.     All  agree  that  accident  prevention  is 
a  paying  investment.     From  the  letter  of  Dr.  Kaufmann, 
president  of  the  German  Insurance  Department,  we  quote : 
*The  wisdom  of  giving  employers'  associations 
all  possible  freedom  of  action  becomes  especially 
evident  in    *     *     •    accident  prevention.    •     •     • 
Recognizing  that  it  is  of  prime  importance  to  pre- 
vent injury,  since  compensation  will  never  replace 
a  father  who  has  been  killed  or  make  up  for  lost 
limbs,  state  officials  and  officers  of  employers'  as- 
sociations  have  concentrated   their  combined   en- 
ergies upon  prevention,  and  wonderful  have  been 
the  results.     Scientific  accident  prevention  is  now 
recognized  as  a  special  and  important  branch  of 
technical  engineering. 

"Invention  and  prevention  have  gone  hand  in 
hand  in  this  work  as  advance  agents  of  civilization. 
•     •     •     The  workers'  lives  preserved  mean  main- 
tenance and  increase  of  our  national  resources  and 
give  plentiful  returns  for  the  heavy  financial  bur- 
dens which  social  insurance  places  upon  our  eco- 
nomic structure." 
Dr.  Spiecker,  president  of  the  Siemens  &  Halske  Com- 
pany, and  chairman  of  the  League  of  German  Employers' 
Associations,  which  practically  means  the  most  import- 
ant employer  in  Germany,  writes  us  as  follows : 

"Twenty-five  years  have  changed  ^obligatory  re- 
sults'  to   ^voluntary   performance.'     Today  every- 
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body  who  views  the  situation  without  prejudice  changes 

in  the  Past 

must  acknowledge,  and  does  acknowledge,  that  the  26  years 
task  of  the  employers'  associations  in  this  field 
(prevention  and  compensation)  is  a  great  blessing, 
not  only  to  the  workers  but  to  the  industries  and 
the  nation.  It  is  perfectly  evident  today  that  we 
have  secured  higher  efficiency  in  our  industries,  due 
to  increased  workers'  efficiency,  all  brought  about 
by  relieving  our  workers  from  worries  aiid  distress 
on  account  of  sickness,  injury,  superannuation  and 
invalidity." 
Under   "Prevention"   should    be   carefully   considered 

prompt  and  expert  medical  help,  which  has  been  discussed 

in  Chapter  III. 

A  chart  showing  the  growth  of  official  expenditures  in  cost  of 

Accident 

the  direction  of  accident  prevention  during  25  years  is  prevention 
shown  in  Figure  43,  but  it  must  be  understood  that 
the  sum  of  ^4,250,000  shown  in  this  chart  is  only  a  very 
small  part,  probably  le.ss  than  10  per  cent  of  the  total 
amount  expended  for  prevention.  It  covers  only  super- 
vision of  the  prevention  system.  There  is  no  official  record 
of  the  many  millions  which  have  been  expended  by  em- 
ployers' associations  and  by  individual  employers  for 
accident  prevention,  but  it  is  reasonable  to  believe  that  it 
follows  in  a  general  way  the  lines  of  Figure  43. 

The  spirit  which  enters  into  this  problem  is  best  illus- 
trated by  the  fad  that  in  addition  to  the  systematic  work 
carried  on  by  the  state,  employers'  associations  and  indi- 
vidual employers^  a  large  fund  was  raised  a  few  years  ago 
by  voluntary  subscription  among  employers  and  the  gen- 
oral  public   for  the  special   puri)os(»  of  stimulating  and 
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Progrress 

not 

Rapid 


promoting  accident  prevention  through  investigation,  edu- 
cation and  invention.  The  occasion  for  the  establishment 
of  this  fund  was  the  Silver  Wedding  of  the  German  Em- 
peror. He,  with  the  best  men  of  the  nation,  believes 
that  a  monument  of  this  sort  is  of  greater  lasting  value 
than  marble  or  bronze.  What  a  wonderful  opportunity 
exists  in  this  direction  for  scmie  of  our  American  philan- 
thropists I 

It  has  been  stated  by  men  who  are  supposed  to  be  more 
or  less  familiar  with  conditions  in  our  countrv  that  half 
of  our  accidents  are  preventable.  One  would  draw"  the 
natural  inference  from  such  a  statement  that  five  or  ten 
years'  sj'stematic  accident  prevention  will  reduce  the  num- 
ber of  injuries  50,  or  at  least  25  per  cent.  There  is  no 
such  favorable  record  in  Germany  after  25  years  of 
persistent  effort.  German  experts  tell  us  that  it  requires 
from  10  to  15  years  to  get  a  fair  start,  that  it  takes 
that  many  years  to  stop  the  natural  tendency  toward  in- 
crease in  percentage  of  accidents.  Germany's  statistical 
record  can  best  be  consulted  on  this  point  by  separating 
the  agricultural  employers'  associations  from  the  indus- 
tries. Agricultural  records,  which  for  many  reasons  are 
not  in  as  good  form  for  detailed  research  as  are  industrial 
records,  show  IG  per  cent  improvement  in  percentage  of 
accidents  in  10  years.  For  the  first  15  years  the  number 
rose  constantly. 

Industrial  employers'  associations  have  very  complete 
and  exact  records,  which  prove  that  the  machine  hazard 
(the  number  of  accidental  injuries  caused  by  machines), 
which  are  most  susceptible  to  prevention  efforts,  have  been 
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checked  very  niatenally,  wliile  tlie  total  hazards  of  Indus* 
tries  have  increased  rapidly. 

An  analysis  of  25  vcars*  records  of  various  industries  changea  m 

Proporilon  of 

was  made  hy  the  German  Society  cif  Prevention  Enjtineers    Accident 
recently,  from  which  we  jn-int  a  few  charts  in  the  follow-    Past  is  Year* 
ing  pages,     (iei-man  engineers  point  out  that  safety  ap- 
pliances cannot  be  made  which  will  prevent  human  reck- 
lessness or  carelessness. 


FIGURE   44  ^ 

TWENTY-ONE  YEARS'  ACCIDENT  PREVENTION  HISTORY 
FOR   ALL   GERMAN    INDUSTRIES  COMBINED 
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TWENTV-ONE  YEARS'  ACCIDENT  PREVENTION  HISTORY 
IN   THE   CHEMICAL   INDUSTRY 
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TWENTY-ONE  YEARS*  ACCIDENT  PREVENTION  HISTORY 
IN   THE   MINING    INDUSTRY 
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FIGURE    47 

TWENTY-ONE   YEARS'  ACCIDENT  PREVENTION  HISTORY 

IN   THE    IRON   AND   STEEL    INDUSTRY 
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TWENTY-ONE  YEARS'  ACCIDENT  PREVENTION  HISTORY 
IN   THE    GLASS.   POTTERY   AND    BRICK   INDUSTRIES 
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A  furtlici-  uiiulvttis  of  accidents  in  tlie  same  industries,  Fun 

A  mil 

and  taken  from  the  same  records,  is  shown  in  the  following  ot  a 
pages.     Ilere  the  accidents  are  divided  into  four  classes, 
and  tlie  recoi-d  of  each  class  and  for  each  year  is  shown 
in  these  cliarts.    The  story  told  is  practically  the  same  in 
all  industries,  namely: 

1.  The  death  line  due  to  aroident.'*  has  either  remained 
stationary  or  has  actually  decreased. 

2.  The  total  and  permanent  disahility  line  lias  ma- 
terially decreased. 

3.  Partial  permanent  dis;iliility,  while  increasinj;  rap- 
idly up  to  the  year  1894,  remained  steady  up  to  1000  and 
■constantly  decreased  since  then. 

4.  Temi>oi'ai-y  disjiliilily  due  to  accidents  lias  con- 
tinually and  rapidly  increased. 
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RESULTS   OF  TWENTY-ONE   YEARS'  ACCIDENT  PREVEN- 
TION  FOR  ALL   INDUSTRIES   COMBINED 
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RESULTS  OF  TWENTY-ONE   YEARS'  ACCIDENT   PHEVEN- 
TION    FOR  THE    CHEMICAL   INDUSTRY 
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FIGURE   5> 
KEStJLTS   OF  TWENTY-ONE   YEARS' ACCIDENT   PREVEN- 
TION  FOR  THE   GLASS,    POTTERY  AND 
BRICK   INDUSTRIES 
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FIGURE   52 

RESULTS    OF  TWENTY-ONE    YEARS'  ACCIDENT  PRBVEN. 

TION   FOR  THE   IRON   AND    STEEL   INDUSTRIES 
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Lengthy  discussions  nith  German  authorities  and  a 
thorough  study  of  tlie  work  just  puhlished  by  the  Society 
of  Prevention  Engineers,  which  we  have  hefore  mentioned, 
hring  out  these  additional  tlioughts  on  tlie  subject: 

1,  M'ithout  strenuous  prevention  efforts  industrial  ac- 
cidents grow  at  a  tremendous  rate.  It  is  not  fair  to 
stop  at  counting  tlie  actual  decrease,  we  must  also  count 
the  prohahle  huge  increase  which  \v(uild  have  taken  place 
without  prevention  efforts. 

2.  5I(u-e  and  more  slight  accidents  are  reported  each 
year.  P^very  effort  of  the  government  and  of  employera" 
associations  is  dini-ted  toward  prompt  reporting  of  all 
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RESULTS  OP  TWENTY  YEARS'  ACCIDENT  PREVENTION 
(UINE   EMPLOYERS'   ASSOCIATION) 


1905 


No. 

Par.-ent 

1885-8 

No. 

Per  con' 
1605 
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123:1 

12.27 

Killed     S73 

PermaneQtl.v.  c-umpltlply  ilisnblpd      s!»  :i.'.V-\             f.-J  .Bl 

PermoLeully,   iinrtiHlly   dii^alilecl      r.Vi  23.07  3ilHi  3S.W) 

TemiHirnrilj'  ilJKulilt-il    7lill  33.»!  4S53  48.22 


accidents.     Tliciv    arc    pciiiiltii'S    proviJed    for    violation  slight 
of    this    nik*   and    it    is,    ( ]u*ri*f c»rc,    not    surprising   that  Formerly 
norkors  report  slight  injuries  now  wliicli  years  ago  were  Are  now 
left  entirely  ninioticed.     In  view  of  this,  tlie  increase  in 
number  of  rci'orlnl  accidents  does  not  necessarily  mean 
an  increase  in  mtmil  accidents. 
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Scarcity  of 
Help  a 
Source  of 
Accident 
Increase 


Accident 
Prevention 
As  a 
Business 
Proposition 


3.  German  industries  liave  developed  wonderfully,  and 
the  necessity  of  employing  constantly  increasing  num- 
bers of  "green  hands''  on  machines  in  order  to  keep  "sup- 
ply" up  to  "demand"  has  made  necessary  the  recruiting 
of  workers  from  among  foreigners,  who  do  not  speak  the 
language  of  the  country,  cannot  understand  orders  or  read 
prevention  rules. 

All  of  which  points  to  this  conclusion.  Accident  pre- 
vention is  not  only  possible,  it  is  absolutely  necessary,  but 
it  is  a  slow  process.  Whosoever  approaches  it  with  the 
belief  that  the  problem  can  be  solved  in  the  United  States 
in  a  few  years,  or  without  a  systematic,  intelligent,  na- 
tional movement  which  must  have  the  co-operation  of  all 
interested  forces  and  especially  the  full  backing  of  pro- 
gressive legislators  and  employers,  is  over-confident,  to  say 
the  least. 

That  accident  prevention  pays,  as  a  business  proposi- 
tion, is  illustrated  in  Figures  55,  56,  57  and  58.  AVe  have 
taken  as  an  object  lesson  the  wood-working  industry,  not 
because  it  is  more  dangerous  than  many  others,  but  because 
the  actiml  cases  brought  to  our  notice  happened  to  be 
especially  impressive. 

Figure  55  shows  an  old  type  square  cutter  head  for 
wood  planers.  It  revolves  at  high  speed  and  its  square 
form  permits  the  hand  of  the  operator  to  enter  the  slot, 
which  means  almost  certain  amputation  of  some  fingers 
and  this  in  turn  means,  of  course,  a  pension  for  life. 

The  round  cutter  head,  shown  in  Figure  57,  was  in- 
vented to  do  awav  with  the  manv  serious  accidents  to 
operators.  It  can  be  put  in  the  place  of  the  square  cutter 
head  at  a  few  hundred  dollars  expense. 


FIGURES  55.  56.  57  and  58 


^ 


InjiiripB  niiiscrl  liy  n<[L]nn-  euttor  IiiukI.  Four  cn^i-s  liki'  lir^i  illiislrntion 
tu  Ihe  left  cost  ?1.",000.00  in  iicnsions. 

Fiv?  cnsps  like  Kci-om)  itlustrnrlcin  (one  ilpnrh  iliio  to  blood  poisoning) 
c-ust  f4,U00.U0  to  (late  and  ^fSoO.UU  pension  per  jear. 


Four  hnnds  wliirh  hnv.'  fomp  in  fontticl  witli  round  oiitti>r  hfnd.  Note 
Kmflll  nbni^iimn  itnliratpil  liy  tilnik  fiints.  If  S'iu'To  t'littir  liend  linil  lief^n  used 
all  four  liiiuils  iviiiilil  |i[n1iiiblj-  bi-  cripiili'il  similiir  lo  Ibose  illusiruted  iiliove. 
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The  following  figiin's  ilhistrute  the  ]netho<l  of  applying 
simple  safety  devices  to  nmciiines. 


Safety  appliance  altaclii^  to  wood  sroover. 

Illuslralion  to  left  shons  old  metbod  of  operaling  ma'.'biDe  whicb  U 
(lengeruDs  end  retiponeible  for  roanj'  lost  fingers, 

lllustTstioD  lo  right  is  made  itafe  aC  small  exiionee. 


rKEVEiNlIOX   OF   ACCIDENTS 
FIGURE  a 


Emerywlieels  with  protecting  safety  gunrfs  and  wood  planer  niili  de- 
vice whirh  protects  Ibe  n-orker's  bands  from  contact  nith  sears  and  re- 
TOlving  t Dives. 

FIGURE   63 


Womlivorkins  iimHiine  willioiit  ami  willi  safety  device.  A  sliect  i 
SuanI  (fed)  enilonea  rnpidly  ri'VoIiin;;  cuttiTi,  iirevcnling  injury  to 
tend  a  tit. 
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Simple 
Accident 
Prevention 
Appliances 


IJut  let  no  one  imagine  that  the  most  effective  accident 
prevention  appliances  are  necessarily  found  on  complicated 
machines.  Small  pieces  of  rubber  or  lead  fastened  to  the 
ends  of  ladders  to  keep  them  from  slipping,  or  sharp  points 
for  the  same  purpose,  are  probably  the  most  effective  acci- 
dent prevention  devices  in  the  country. 


FIGURE   64 


SAFETY   FEET   FOR   LADDERS 
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Various  forms  of  attacliin^  nihhor  tii)s  or  sharp  points  to  ends  of  ladders 
to  keep  tliem  from  slipi)inj;. 


Room  for 
Improvement 
Still  Exists 


Tlieiv  is  still  iiiucli  room  fja*  im])i'()vemeiit,  as  is  evident 
from  the  fact  that  falls  from  ladders  head  the  list  of  last 
vear's  accidents. 
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FIGURE   65 
LADDERS   WITH    SAFETY  FEET 


3  work  on  ladders  equipped  with 


Some  prevention  devices  are  so  simple  that,  much  like  a  simple 
Topey  of  old,  tliey  seem  to  liave  had  no  father  or  motlier,  cover  for 
bnt  "they  jnst  grew."     We  are  much  impressed  with  a  op'raings 
street  cover  which  is  Hsed  in  Berlin  wherever  an  opening 
in  the  street  vv  sidewalk  needs  a  removahle  pi-otection. 
AVe  have  not  found  it  anywhei*e  else,  and  no  one  seems  to 
pay  special  attention  to  its  existence.    It  was  not  exhibited 
in  any  one  of  the  siifety  museums  we  have  visited,  but  any- 
one who  has  watched  the  number  of  injuries  caused  to  man 
and  Iieast  on  our  city  sti-eets,  due  to  slipping  on  iron 
covers,  would  surely  advocate  the  general  adoption  of  this 
cover,  with  the  necessary  modifications,  in  all  AmericaD 
cities. 
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Many  actHdentB  to  man  and  braai  are  caiiaed  bj  slippins  od  imootli  iron 
covfrH  un  our  city  HlTeetn  and  xid^wHlks. 

1 11  u  Hi  rati  UD   to  the  riiiht  sUunH  n  iiaffly  cover  used  Itirougbout   Derlita. 


Accident  Prevention  t list i t it f ions 
Stron45  factors  in  accident  prevention  on  tlie  Continent 
are  accident  prevention  institutions,  or  museums,  that  is, 
permanent  expositions,  nsuallv  "working  exliibits"  of 
safety  appliances  for  the  industries  and  tlie  farm.  The 
oldest  one  of  these  institutions  is  in  Amsterdam.  It 
is  exceedinfjly  inleresting.  Imt  has  not  licen  kept  up 
to  the  high  standard  of  newer  instilnfions.  We  are  told, 
however,  that  ret^'cntl.v  large  sums  of  money  have  been 
appropriated  liy  (he  city  iind  wlate  f(n'  the  erection  of  a 
new  Iniilding  and  for  new  equipment. 


PKEVBXTIOX  OP  ACCrUENTS 
FIGURES  67  and  68 
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mmiiiFnt  I'liriM  luis  a  wiirkhu'  cxhibilimi  of  safety  iiupluincen. 

ipllliilliinn  .1-1 

I  Kiimix-  TIiciv  is  a  flood  old  institution  of  this  kind  in  Viemia,  A 

iic'w  iiiiiscmn,  for  wliirli  flic  hioir-v  is  on  liand,  is  being 
built  at  fTfcat  expense  on  a  site  opiKisite  the  imperial 
palace.  nuda]M'st,  Hnnj;ar,v;  ililan,  Ital.v;  and  Zurich, 
Switxerlaiul,  have  accident  i>revenlioii  institutions,  but  the 
two  l»>sf  institutions  are  hH-ated  in  ISerlin  and  Munich^ 
tJenniiny. 
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iDterloT  view  oC  Berlin  Safety  Museum. 


BoHi  <if  these  iiiiiseiimK  ure  kept  up  to  date  at  all  times.  European 

InalltullorB 

The  latest  Jiiitl  most  improved  safety  applianoeH  for  acci-  Kept  FuHy 

dent,  as  well  as  siekness  prevention,  are  kept  on  exhibition 

and  are  explained  thoroughly  at  regular  honrs  each  day 

by  competent  attendants.       Admission  is  free.       We  are 

t'yld  by  good  authorities  that  the  keeping  up  of  the  Berlin 

institution  alone  losts  the  government  at  the  rate  of  '2a 

cents  per  visitor, 

Xearly  all  machinery  is  made  up  into  "running  ex- 
hibits'' and  delegations  of  workmen,  foremen,  contractors, 
farmers  and  employers  from  all  parts  of  the  empire  are 
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FIGURES  7t  ud  72 


KzterioT  and  Interior  view  ot  Munich  Inatitation, 


PREVENTION'  OK  ACCIDENTS 


Safety   metbud  of  loading  aad   unloudiag   round   tioiber. 


eiRimraged  to  visit  the  Iterliii  und  Muiiicli  museums  for  st 
instructive  demonstrations.  The  various  departments  of  a\ 
the  museums  are  used  as  i-egular  lecture  Imlls  for  some 
of  flie  colleges  and  the  factory  and  safety  inspectors  of 
tlie  couutpy  are  bi-oiiglit  to  Berlin  regularly  for  a  week  or 
ten  days  each  year  to  receive  instruction  and  practical 
demonstration  regarding  the  year's  development  in  safe 
and  healtliy  working  conditions  in  the  industries  and  upon 
the  farm. 

Among  the  thousands  of  safety  appliances  which  we 
have  examined  in  the  safety  museums  and  in  the  factories 
of  the  Tontinent  many  are  very  simple;  others  are  very 
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LondiDK  and  unloadiiitr  n^rap  iron  b.v  n 
More  eflicUnt  nnd   mueii   safpr  than  at 


'Hns  of  elvctro-maenetB. 
otlior  mellioil   of  liandling. 


Host  European 
Safety 
Appliances 
Known  In  the 
United    StBt<^H 


complicated.  Some  are  very  practical;  others  are  not  at 
all  adaptable  to  our  industries  or  onr  way  of  doing  things. 
It  would  require  a  large  volume  to  give  even  a  super- 
ficial impression  on  this  suliject,  and  after  explaining  eveiy 
safety  device  or  prevention  appliance  which  we  have  seen 
or  heard  of  in  our  investigation,  we  would  probably  be 
told  by  some  experts  that  there  is  little  that  is  new  among 
them.  Most  of  these  appliances  are  known  somewhere  in 
the  United  States.  Many  of  these  devices  have  been  illus- 
trated in  the  literature  of  American  insurance  companies. 
One  of  our  best  prevention  experts  tells  ns  that  during  a 
recent  investigation  tour  in  one  of  the  European  conntries 
he  was  shown  "the  best  and  latest"  safety  device  for  punch 
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UnU-  iMn'Uiui;  nf  MM  i.lnl^s  nli<l  I: 
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SnMy 


illing  r 


Prsvpntlin 
Spirit  Most 
Dealrable 


recognized  as  a  patented 
had  a  limited  use  in  the 


pi-pss(>9,  ttliicli  lie  iiiimi'dialclv 
invention  of  liis  own,  '\v1iic1i  Iia 
United  States  for  many  years. 

A  nnmljer  of  American  employers  are  making  praise- 
wortliy  efforts  in  safcgnardiny  their  factories,  as  may  be 
learned  from  the  Appendix  to  tliis  volume. 

Undoubtedly  many  pre%'ention  appliances  in  use  In 
Germany  might  well  be  adopted  here,  bnt  tlie  i-eal  and  im- 
portant difference  is  not  in  prevention  aiijiaratus — it  is  in 
the  prcicnlion  siiirif.  In  Enrope,  and  especially  in  Ger- 
many, accident  prevention  is  kept  constantly  before  the 
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Asbestos  proteetion  fur  workprs  bandling  cnicible  of  molten  metal. 


jmblk-,  Iieforn  tlie  IcKinlJitiirps,  Ix'fore  the  eniiiloyers,  and  Extent  of 
before  the  workers.  It  is  tauglit  the  children  at  school;  ; 
the  colleges  devote  miu'h  time  to  it.  Trade  schools  and 
Kimiliir  institutions  have  special  courses  in  the  science  of 
accident  prevention.  Insurance  nites  are  gauged  accord- 
ing to  the  state  of  accident  prevention  practiced  in  indi- 
vidual sliopw,  and  the  leaders  in  industrial,  political  and 
H'oiioniic  life,  instead  of  quarreling  as  to  where  the  blame 
for  accidents  should  be  placed,  combine  and  concentrate 
their  efforts  upon  an  educational  and  practical  accident 
prevention  campaign. 
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FIGURE   78 


riiotni:rapli  rf  n  .:rriu'-=<)iii».'  rxliilut  at   tln»  \'it'Tinn  MiixMrr.. 
Showing'  «li'cn.v«Ml   jmv   hniu"<.   tlu*   i-i'snlt    of   pliosiihoru**  iMii.souini:. 


Standard 

Machinery 

Compulsory 


A  V(Ty  elTVctivo  ftnilmv  of  tlio  (irrmaii  accident  preven- 
tion projrrani  is  jn'ovideil  by  tin*  a(Ioi)ti()n  of  standard 
specitications  for  all  tyi)cs  of  macliinery.  Expert  preven- 
tion en.irineers  draft  sncli  specifications,  and  after  their 
a<loption  hy  enii)loy(Ms'  associati(Mis  sncli  sp(»ciftcations 
are  insisted  npon  in  tin*  i)nrcliase  of  all  fntnre  machinery 
bv  members  of  the  association. 


CHAPTER   SEVEN 

Cost  of  Accident  Compensation  in  Germany  in  Comparison 
"witli  Similar  Rates  in  tke  United  States 


CHAPTER  VII 

Cost  op  Accident  Compensation  Insurance  in  Germany 
IN  Comparison  with  Some  Rates  in  the 

United  States 

Some  enthusiasts  would  tell  us  that  equitable  compensa- 
tion would  cost  less  than  our  present  employers'  liability 
system.  If  we  take  into  consideration  harmony,  human 
happiness,  health  and  whole  bodies,  there  is  no  answer 
to  such  an  argument,  because  money  cannot  buy  these 
things,  nor  can  money  compensate  for  their  loss.     How-  German 

Insurance 

ever,  the  cost  in  dollars  and  cents  of  an  equitable  com-  Rates  Higher 

than  Ours 

pensation  scheme,  as  expressed  in  insurance  rates,  is  much 
higher  than  our  present  employers'  liability  method.  This, 
at  least,  has  been  Germany's  experience,  and  we  cannot 
hope  to  ever  have  a  more  efficient  system  than  Germany 
has  now,  as  shown  in  various  diagrams  on  other  pages. 

We  have  gathered  the  rates  of  insurance  in  several 
thousand  occupations,  but  the  average  man  is  more  inter- 
ested in  the  cost  of  compensation  insurance  for  a  certain 
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MeaninfiT  of 
Lines  on 

Dia^rrams  on 
Pagres  Follow- 
ing: 


group.  For  illustration:  The  proprietor  of  a  machine 
shop  wants  to  know  what  percentage  of  the  pay  roll  must 
be  paid  for  all.  of  his  employes.  The  rate  for  a  certain  kind 
of  machine  operator  is  of  secondary  importance.  The  fol- 
lowing pages  give  a  record  for  all  the  industrial  and  agri- 
cultural groups.  The  black  lines  indicate  the  actual  cost 
of  insurance  which  GU?rman  employers  are  paying  now, 
and  have  paid  since  the  beginning  of  the  system,  that  is, 
1886  in  most  cases.  The  red  lines  show  the  record  of  in- 
jured workers  in  each  industrial  group  since  the  existing 
scheme  was  started.  You  will  note  that  the  curves  of  al- 
most all  industrial  groups  show  a  tendency  toward  more 
rapid  increase  between  the  years  1898  and  1902.  This  is 
due  to  increased  requirements  regarding  reserve  funds. 
Most  of  the  diagrams  have  been  placed  so  as  to  become 
impressive  by  contrast.  All  diagrams  and  figures  have 
been  prepared  by  experienced  government  statisticians 
and  many  of  the  most  important  ones  under  the  consulting 
supervision  of  Prof.  Dr.  Manes. 

Before  proceeding  to  illustrate  group  rates,  let  us  show 
how  extreme  the  differences  in  insurance  premiums  are  in 
a  single  group. 


COMPABISOX   OP   INSURANCE   BATES 
FIGURE   79 
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TWENTY-TWO    YEARS*  GERMAN    HISTORY    OF    INJURED 

WORKERS  AND  INSURANCE  RATES  FOR  VARIOUS 

INDUSTRIAL   GROUPS 

FIGURE   SO 
TEAMING    INDUSTRY 
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FIGURE   8t 
FLOUR   HILL   INDUSTRY 
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TWENTY-TWO    YEARS'  GERHAN    HISTORY    OF    INJURED 

WORKERS  AND  INSURANCE  RATES  FOR  VARIOUS 

INDUSTRIAL  GROUPS 

FIGURE   82 

RIVER  AND   LAKE   NAVIGATION 
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FIGURE  U 
BREWING   AND    MALTING   INDUSTRY 
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Black  lines  indicate  inBuraoce  rates  p«r  flOO  pay  roll. 

Bed  lines  indicate  number  of  injured  pel  1000  insured  n'orkmen. 
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FIGURE  S7 
CLOTHING   INDUSTRY 
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FIGURE  S8 
QUARRY   INDUSTRY 
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FIGURE   89 
TEXTILE    INDUSTRY 
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FIGURE   90 
SUGAR  INDUSTRY 
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FIGURE  91 
PRINTING   INDUSTRY 
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FIGURE  92 
BUILDING   TRADES   INDUSTRY 
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FIGURE  93 
MANUFACTURE   OP   PAPER  ARTICLES 
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FIGURE  94 
PAPER   MAKING   INDUSTRY 
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FIGURE   95 
POTTERY   INDUSTRY 
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FIGURE   % 
SEA  NAVIGATION  AND  FISHERIES 
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FIGURE  97 
MISCELLANEOUS    METAL   INDUSTRIES 


FIGURE  98 
EXCAVATING   AND   TUNNELING 


/ee&        /8S^        J3S4         /693        /SOZ        /S06-m8.    1 

z 

1  1 

1 

lU- 

4.! 

2 

1 

- 

^ 

U" 

■• 

« 

H 

_ 

_ 

» 

_ 

_ 

_ 

_ 

J 

_ 

_ 

o 

J 

- 

- 

- 

V 

- 

~ 

_ 

- 

-t 

- 

L 

- 

- 

Hlnek  lini's  imii.ale  inRiirfliice  rotes  pel  ¥11"'  imy   r..ll. 

Itwl   lines   indicate   immWr   of   Injun-ii   ]ht   lUX)   iusun-<i   ncirhmon. 


COMPAEISON   OF   IN3UEANCE   BATES  141 

TWENTY-TWO    YEARS'  GERMAN    HISTORY    OF    INJURED 

WORKERS  AND  INSURANCE  RATES  FOR  VARIOUS 

INDUSTRIAL   GROUPS 

FIGURE  99 
GLASS   INDUSTRY 
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FIGURE  too 
WOODWORKING   INDUSTRY 
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FIGURE    (0( 
MECHANICAL  AND  ELECTRICAL  INDUSTRIES 
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FIGURE  102* 
STATE    RAILWAYS,   MAIL  AND   TELEGRAPH    SERVICE 
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FIGURE   103 
FOOD   AND    CANNING   INDUSTRY 
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FIGURE  104 
CHEMICAL  INDUSTRY 
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FIGURE  105 
MANUFACTURE    OF   MUSICAL   INSTRUMENTS 


aes      /3S0      im      /ssa      mi     isx-am  1 

2 

1% 

- 

- 

_ 

- 

- 

- 

- 

- 

- 

n 

~ 

5 

. 

- 

■ 

i_ 

■ 

- 

- 

o% 

y 

5 

y 

5 

5 

y 

B 

3 

a 

B 

; 

a 

a 

d 

n 

'T 

J 

FIGURE  lU 
MINING   INDUSTRY 
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FIGURE    107 
WAREHOUSE   INDUSTRY 
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FIGURE   IDS 

STREET   AND   INTERURBAN    RAILWAYS 
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FIGURE  f09 
BRICK    MAKING  INDUSTRY 
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FIGURE  ffO 
LEATHER   INDUSTRY 


/3S6      )Sso      JSS4     /aaa      /so£     /scmsasi  | 

z 

1 

_ 

-\ 

-.- 

, 

, 

« 

s 

• 

■^ 

1 

' 

_ 

o 

: 

3 

a 

T' 

" 

m 

TF 

- 

- 

"_ 

-, 

. 

„ 

L. 

COMPARISON   OF   INSURANCE   BATES 


145 


TWENTY-TWO    YEARS'  GERMAN    HISTORY    OP    INJURED 

WORKERS  AND  INSURANCE  RATES  FOR  VARIOUS 

INDUSTRIAL  GROUPS 

FIGURE  m 
PRIVATE   RAILWAYS 
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PIGURE  112 
IRON  AND   STEEL   INDUSTRY 
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FIGURE    tI3 
GAS  AND  WATERWORKS 
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Black  lines  indicate  inaurancp  rates  per  $100  pay  roll. 

Red  lines  indicate  number  of  injured  per  1000  ineured  workmea. 
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It  will  be  sefii  that  most  of  tliese  insurance  rates  are 
extremely  high  as  compared  with  employers'  liability  in- 
surance rates  in  the  United  States.  In  fact,  German  rates 
arc  higher  than  present  workers'  indemnity  insurance  rates 
in  England,  especially  when  we  bear  in  mind  tliat  the  Ger- 
man insurance  Hystem  provides  only  for  a  small  portion 
of  deferred  payments.  Each  year's  assessment  covers  the 
aelual  cost  of  that  year,  plus  approximately  10  per  cent 
for  I'OHerve  fund,  consequently  the  cost  will  increase  each 
year  because  the  new  permanent  injuries  are  added  each 
year  to  the  existing  old  ones. 

We  hure  asked  a  number  of  prominent  men  what  the 
final  mid  permanent  cost  of  insurance  will  be.  While  this 
la  tt  difficult  question  to  answer  accurately,  Prof.  Dr. 
Manes  gave  us  the  estimate  which  is  illustrated  in  the 
black  line  in  Figui-e  114. 

FIGURE  114 
INSURANCE    COST    IN   GERMANY  FOR   ALL   INDUSTRIES 

COMBINED 
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The  full  line  beginning  at  1886  and  ending  at  1908 
gives  the  cost  of  insurance  for  all  industries  combined  in 
percentage  of  pay  roll.  The  dotted  line  is  the  estimated 
cost  up  to  a  maximum  and  permanent  point,  which  is  sup- 
posed to  be  1935,  that  is  fifty  years  after  the  inaugura- 
tion day  of  the  workers'  accident  compensation  insurance 
system.  The  cost  in  1908  is  1.75  per  cent,*  in  1906,  1.725 
per  cent,  in  1902  it  is  1.73  per  cent.  The  six  year  period 
consequently  shows  very  little  change. 

A  number  of  experienced  oflRcials  of  employers'  as- 
sociations feel  that  Dr.  Manes'  estimate  of  nearly  double 
the  present  cost  is  too  high,  but  other  equally  good  men 
consider  the  figure  very  conservative.  If  we  consider  the 
estimate  as  correct  it  would  mean  that  in  order  to  cover 
deferred  payments  we  must  practically  double  each  one  of 
the  insurance  rates  shown  on  the  preceding  pages. 

We  have  asked  a  number  of  German  scientists:  How  Germany's 

Policy  is 

do  you  explain  the  higher  cost  of  your  system  when  you  to  increase 

the  ^TVorlcer's 

claim,  and  with  good  reason,  higher  all-around  working  Efficiency 
efficiency  than  other  nations?  Their  answer  is  always 
the  same,  namely:  "We  do  more  for  the  injured  work- 
ers." Substantially  they  tell  you  this:  "We  are  not 
building  for  one  year  or  ten  years;  we  are  building  for 
centuries.  Believing  in  the  ^survival  of  the  fittest,'  we  are 
building  up  a  nation  fit  to  win  in  international  competi- 
tion. We  believe  it  is  a  paying  proposition  for  us  to  spend 
more  money  than  other  nations  for  our  incapacitated  work- 
ers. For  humane  as  well  as  for  business  reasons  it  is  good 
policy.  But  please  note  that  we  are  spending  our  money, 
not  in  life  pensions  to  slightly  disabled  workers,  nor  in 
old  age  pensions  to  persons  who  can  prove  that  they  are 
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paupers.  We  believe  such  a  course  would  manufacture 
paupers  and  invalids.  We  spend  our  money  with  the 
workers'  money  in  every  endeavor  that  is  calculated  to 
promote  their  efficiency  or  capacity.  We  spend  lots  of 
money  voluntarily  and  in  addition  to  our  insurance  pre- 
miums to  mend  as  much  as  possible,  and  as  quickly  as  pos- 
sible, the  injured  worker's  ills,  so  that  he  may  again  be- 
come a  producing  member,  instead  of  a  consuming  member, 
of  the  nation."  We  have  many  letters  from  prominent 
employers  and  presidents  of  their  respective  industrial 
organizations  expressing  the  al)ove  views  and  their  con- 
viction that  the  average  German  worker  is  more  efficient 
today  on  account  of  being  relieved  from  worry  and  fear 
of  accidents  and  sickness.  This  relief  work  seems  to  have 
a  favorable  eflfect  not  only  on  the  worker,  but  also  upon 
his  family.  Medical  authorities  claim  that  the  height  and 
fitness  of  the  young  men  who  are  examined  for  military 
service  is  improving  constantly  and  that  this  is  in  a  large 
measure  due  to  25  years  of  social  insurance. 

Nor  is  this  impression  of  German  efficiency  confined  to 
Germans.  England  has  sent  a  dozen  or  more  commissions 
into  Germany  in  the  last  year  to  study  industrial  condi- 
tions. All  of  them  speak  highly  in  their  reports  about 
German  industrial  efficiency.  We  quote  a  small  part  of 
the  report  of  one  of  the  most  critical  English  commissions, 
which  consisted  of  members  of  the  Labor  Party  and  Trade 
Union  Commission: 

"One  effect  of  all  this  public  and  voluntary  organ- 
ization is  to  prevent  the  hideous  open  social  sores 
with  which  we  in  Great  Britain  are  so  familiar  in 
the  streets  of  our  larsje  cities.     There  are  certainly 
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poor  in  Germany,  many  more  than  in  England. 
But  there  are  few  so  utterly  broken  on  the  wheel 
of  misfortune  as  those  who  are  allowed  with  us  to 
wander  about  parading  their  sores  and  propagating 
their  kind. 

"To  sum  up  on  this  first  point,  it  seems  to  us  that 
Germany,  individually  and  collectively,  is  realizing 
itself  and  organizing  itself.  True,  it  is  largely  by 
bureaucratic  methods.  What  effect  this  may  have 
ultimately,  or  may  have  had  already,  on  individual 
character,  as  well  as  upon  home  life,  we  are  not  in 
a  position  to  say;  but  we  are  convinced  that  it  is 
having  a  considerable  effect  at  present  in  increasing 
the  productive  efficiency  of  the  nation.  In  short, 
it  is  brains,  and  not  tariffs,  that  account  for  Ger- 
many's wonderful  progress  in  the  world.'' 
Even  in  France,  where  ordinarily  anything  German  French 

Views  of  the 

finds  but  little  consideration,  the  German  social  insur-  German 

System 

ance  system  is  admired.  Edouard  Fuster,  of  Paris,  one  of 
the  greatest  social  insurance  experts  in  the  world,  is 
quoted  as  saying: 

"The  money  which  Germany  is  devoting  to  social 
insurance  reappears  in  a  thousand  forms.  It  pro- 
motes happiness  of  the  family,  health  and  self-re- 
spect.   It  makes  for  a  strong,  enduring  nation  and 
for  international  supremacy." 
But  however  beautiful   sentiment  may  be  we  are  a 
practical  nation.     We  are  business  men  first  and  altruists 
second.    We  can,  and  must,  do  as  well  for  our  workers 
as  any  nation  in  the  world,  but  we  must  not  forget  that 
the  average  worker  has  a  far  better  chance  here  than  in 
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Germany  or  any  other  European  country.  It  may  be 
desirable  and  possible  to  inaugurate  a  relief  system  as  ef- 
ficient as  the  German  with  lower  compensation  and  lower 
cost.  On  this  assumption  we  had  prepared  a  comparative 
estimate  of  German,  English  and  American  compensation 
insurance  values  and  here  is  the  result : 

Estimated  Value  of  German  vs.  English  and  American 
Accident  Compensation  Insurance.  (By  Prof.  Dr.  Alfred 
Manes.)  — 

"Free  medical  treatment  and  continuous  pay- 
ments to  the  family  of  a  workman  killed  by  accident 
in  Germany  are  lacking  both  in  America  and  Eng- 
land. 

"If  German  accident  insurance  only  did  what  is 

done  by  American  private  insurance   ( Co. 

policy  1910,)  it  would,  in  my  estimation,  be  from  33 
to  66  per  cent  cheaper  than  it  is  today;  if  restricted 
to  the  English  benefits  it  would  be  from  25  to  -JO 
per  cent  cheaper.  If,  on  the  other  hand,  American 
or  English  insurance  were  to  do  exactly  the  same 
that  is  done  by  the  German  employei*s'  association 
for  the  injured  workman  or  his  family,  the  premium 
of  American  insurance  would  have  to  be  raised  hy 
at  least  100  per  cent,  possibly  even  hy  150  per 
cent,  while  those  of  English  insurance  would  have 
to  he  increased  about  50  to  100  per  cent. 

"The  comparison  can  only  be  of  an  approximate 
nature;  an  exact  comparison  is  hardly  possible  ow- 
ing to  the  numerous  dififercnces  in  regard  to  details." 

However,  at  best  this  is  only  an  estimate,  and  experi- 
ence is  necessary  to  prove  estimates  correct.    We  were  in 
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close  toucli  witli  insurance  concerns  before  our  departure 
for  Europe,  aud  have  been  Hince  our  return  to  the  states. 
We  hare  compared  Insurance  rates  before  and  since  the 
eoactment  of  the  New  York  compensation  law.  Com- 
parison in  a  few  schedules  is  startling. 

FIGURE    Its 

INSURANCE    HATES    IN   NEW    YORK  BEFORE  AXD  AFTEB 

EXACTMENT   OF   LAW   OF   1910. 

Per  ?100.00  Pay  Roll. 
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This  increase  brings  Xew  York  insurance  rates  for  inaurance 
compensation  above  the  German  rates,  and  we  have  every  New  rork 
reason  to  believe  that  present  New  York  rates  will  have  to 
be  increased  materially.     On  the  other  liand,  it  is  doubtful 
whether  the  efficiency  is  any  greater  than  it  was  under  the 
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old  lav,  SO  that  the  average  injured  worker  and  his  depend- 
ents receive  no  larger  share  of  the  employer's  pajments. 
A  comparison  of  inKnrance  rates  now  paid  in  New 
York  with  those  paid  in  <!ei'iuany  for  tiie  R»me  industries 
is  made  in  the  following  figure. 

FIGURE  U(, 

OOMPAEISON  OP  COMPENSATION  INSURANCE  RATES  IN  THE 

STATE  OF  NEW  YORK  AND  GERMANY. 

Per  $100.00  Pay  Roll. 
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The  State  of  Ohio  enacted  an  Increased  Employers' 
Liability  Law  a  year  ago  which,  liowever,  is  expected  to 
be  replaced  with  a  Coiuix'nsaiion  At-t  at  this  year's  session 
of  the  legislature.  This  Ohio  Act  also  increased  insur- 
ance rates  very  materially  as  is  demonstrated  in  Figure 
117. 
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FIGURE    117 
INSUBANCE     BATES     IN     OHIO,     BEFOEB     AND     AFTEB 
MENT  OF  LAW  OF   1910 
Per  $100.00   Pay   Roll 
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A  comparison  of  the  insurance  rates  which  are  il- 
lustrated in  the  last  pages  would  impress  every  employer 
and  every  legislator  with  the  necessity  of  careful  con- 
sideration of  new  legislation.  We  should  act  as  rapidly 
as  is  compatible  with  the  greatness  and  complexity  of 
the  subject.  We  must  proceed  in  a  constructive  and  not 
a  pessimistic  spirit,  but  unless  we  give  due  consideration 
to  every  phase  of  the  subject,  we  shall  only  retard  instead 
of  hastening  the  final  equitable  solution  of  the  great 
problem. 


CHAPTER  EIGHT 

Employers*  LiabiKty  in  Great  Britain  Prior  to  tke 

Compensation  Acta 


CHAPTER  VIII 

Employers'  Liability  in  Great  Britain  Prior  to  the 

Compensation  Acts 

We  will  now  turn  from  the  remarkable  system  and 
recorded  experience  of  Germany  to  consider  the  compeur 
sation  principle  as  embodied  in  the  law  of  Great  Britain. 
Our  entire  legal  system  rests  upon  an  English  base,  and 
we  turn  with  natural  interest  and  curiosity  to  the  spec- 
tacle presented  by  the  introduction  of  novel  theories  and 
practices  into  a  proverbially  conservative  system  of  law 
hitherto  closely  akin  to  our  own  in  form  and  administra- 
tion. 

It  is  from  the  English  common  law  we  derive  the  Engriish 

Common  Law 

fundamentals  of  our  prevailing  doctrine  of  employers'  the  Basis  of 

our  Present 

liability.     The  statutes  of  our  states  reflected  the  modifi-  Liability  Laws 

cations   enacted   by   the   British    Parliament.     It   would 

therefore  seem  that  by  briefly  reviewing  the  liability  of 

the  employer  in  Great  Britain  before  the  recognition  of 

the  compensatory  principle,  we  may  more  clearly  realize 

the  character  and  extent  of  the  change  it  effected,  and  we 

are  in  a  better  position   to   measure  the  consequences 

which  would  flow  from  similar  action  w^ithin  our  own 

states. 
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In  the  eyes  of  the  common  law  the  relation  of  the 
employer  and  workman,  or,  as  it  was  usually  termed,  that 
of  "master  and  servant,''  was  one  of  contract  arising  out 
of  the  agreement  of  one  to  give,  the  other  to  compensate, 
service.     The  development  of  the  common  law  theory  of 
that  relationship  represents  the  continuous  effort  of  suc- 
cessive courts  and  judges,  through  long  periods  of  time 
and  many  changes  of  condition,  to  construe  that  contract 
in  accordance  with  the  circumstances  of  employment  and 
society  in  which  the  employer  and  w^orkman  made  it. 
Thus,  during  many  centuries,   the  liability  of  the  em- 
ployer for  injuries  received  in  the  course  of  employment 
was  defined,  not  by  an  Act  of  Parliament,  but  by  judicial 
interpretation  of  the  contract  of  service.     Toward  the 
middle  of  the  19th  century  Parliament  for  the  first  time 
undertook  to  remedy  certain  defects  and  hardships  aris- 
ing in  the  course  of  the  administration  of  the  common 
law  by  reading  into  the  contract  of  service  new  terms  of 
liability  placed  there  from  considerations  of  public  policy 
and  justice  to  the  workman.    To  this  secondary  stage  of 
the    development    of    employers'    liability    belong    those 
various  statutes  passed  from  time  to  time  during  the  half 
century  immediately   preceding  the  first   Compensation 
Act. 

This  statutory  liability,  modifying  and  extending  or 
sometimes  merely  defining  the  obligations  of  the  common 
law,  was  repeatedly  copied  into  the  legislation  of  our 
states  and  set  on  foot  the  restless  movement  with  which 
we  have  become  so  familiar,  and  which  from  year  to 
year,  in  accordance  with  the  prevailing  sentiment  of  state 
legislatures,  has  either  imposed  increasing  duties  upon 
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the  employer  or  qualified  or  removed  in  corresponding 
measure  his  former  defenses  at  the  common  law. 

Years  ago  Lord  Herschell  epitomized  the  master's  an- 
cient duty  to  his  employes  in  this  brief  statement:  "The 
employer  is  bound  at  common  law  to  carry  on  his  busi- 
ness so  as  not  to  expose  workmen  to  unreasonable  risks/' 
Out  of  the  delicate  undertaking  involved  in  ascertaining  in 
each  case  the  character  of  the  reciprocal  duties  of  the  em- 
ployer and  assumed  risks  of  the  employe  arises  the 
variety  of  technical  diflficulties  with  which  the  application 
of  the  law  of  negligence  has  made  us  familiar. 

In  the  elder  day,  an  employer,  like  all  other  persons,  obligation 

Under  the 

was  under  the  broad,  elementary  obligation  to  so  use  his  common 

Law 

property  and  conduct  himself  as  not  to  cause  injury  to 

others.     This  obligation  rested  upon  him  with  respect  to 

those  who  entered  his  service  not  less  than  to  those  who 

were  outside  of  it.     The  employer  at  the  common  law 

was,  at  all  times,  liable  to  his  employe,  even  as  to  a 

stranger,  for  the  consequences  of  injury  caused  by  his 

personal  negligence  or  his  failure  to  perform  any  duty 

placed  upon  him  by  statute.     His  special  obligations  to 

his  workmen   required  him  to  supply   and   maintain  a 

reasonably  safe  place  in  which  to  work,  equipped  with 

reasonably  safe  machinery  and  appliances,  and  to  exercise 

in  the  selection  of  fellow  servants  that  degree  of  care 

which  would  characterize  an  ordinarily  prudent  man,  and 

to  provide  for  employes  rules  for  their  instruction  and 

guidance.    But  while  the  common  law  made  the  employer  Employer 

liable  for  his  personal  negligence,  it  did  not  hold  him  for  Negligence 

liable  for  the  negligence  of  those  to  whom  he  delegated 

the  control,  direction  or  management  of  his  business,  or 
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any  part  of  it,  nor  for  any  injury  suffered  by  one  employe 
through  the  negligence  of  another  employe  engaged  in 
the  same  employment.  In  any  action  brought  against 
him  by  one  of  his  workmen  for  injury  received  in  the 
course  of  employment,  the  employer  was  relieved  of  lia- 
bility if  he  could  show  that  the  injured  man  had  agreed 
to  take  the  risk  of  his  employment,  even  though  that  risk 
resulted  from  the  employer's  own  failure  to  perform  a 
common  law  duty ;  or  if  he  could  show  that  the  workman 
had  himself  contributed  by  his  conduct  to  his  own  injury, 
or  had  been  injured  through  the  negligence  of  a  fellow 
workman  or  some  person  to  whom  the  employer  had 
transferred  his  own  power  of  direction  and  control,  ex- 
cept that  the  employer  was  never  allowed  to  delegate  to 
another  any  specific  duty  placed  upon  him  by  a  statute. 

Whenever  liability  was  established,  it  required  the  em- 
ployer in  every  case  to  indemnify  the  injured  workman 
personally.  No  right  of  action  was  possessed  on  his  be- 
half either  by  his  family,  his  relatives,  his  dependents,  or 
his  personal  representatives,  or  his  estate.  If  a  workman 
was  killed  by  accident  or  died  in  consequence  of  it, 
his  right  of  action  died  with  him,  no  matter  how  great 
might  have  been  the  negligence  of  his  employer.  If, 
under  like  conditions  of  injury,  a  workman  survived  and 
sued,  the  death  of  the  employer  before  judgment  was 
awarded  likewise  barred  recovery. 

A  general  perception  of  the  hardships  arising  from 
the  doctrine  that  a  personal  action  dies  with  the  per- 
son in  whom  it  exists,  led  to  the  first  statutory  modi- 
fication of  the  common  law  in  1846,  by  the  passage 
of  what  was  commonly  known  as  "Lord  Campbell's  Act" 
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or  "The  Fatal  Accidents  Act  of  1846."    This  measure  Extension 

gave   to   the   pei*»oiial    representative   of   anyone    wh()se  J*o  Represenu- 

death  was  due  to  the  wrongful  act  or  neglect  of  another, 

the  same  right  of  action  which  would  have  been  possessed 

by   the   deceased   had   he  survived.     A  just   and   much 

needed  remedy  was  thus  conferred  upon  the  family  or 

dependents  of  a  workman  whose  death  was  caused  by 

negligence.    But  neither  this  statute  nor  any  other  which 

succeeded  it  prior  to  the  Compensation  Act  gave  any  right 

of  action  against  the  estate  of  an  individual  emph>yer  to 

whose  negligence  death  or  injury  might  be  due.     Thus, 

even  under  Lord  Campbell's  Act,  damages  claimed  for 

death  due  to  negligence  were  required  to  be  recovered 

from  an  individual  emph^yer  during  his  lifetime,  for  no 

action  could  be  maintained  against  his  estate. 

As  time  brought  changes  in  forms  and  methods  of 
production  and  the  factory  system  originated  and  de- 
veloped, the  individual  employer  retired  more  and  more 
from  personal  contact  with  his  workmen  and  was  suc- 
ceeded by  managers  or  superintendents  exercising  control 
and  direction  in  his  stead.  Likewise  the  individual  em-  Difficulty  of 
ployer  gave  way  to  the  corporation  operating  through  its  i.iabiiity 
directors  ami  managing  oflrtrials.  With  these  changes 
the  proof  of  personal  negligence  became  Increasingly  more 
difficult,  until,  wlu^re  the  employer  was  a  corporation,  it 
was  substantially  impossible. 

The  personal  liability  of  the  employer  was  still  further 
limited  by  another  important  coiisi<leration.  The  gen- 
eral principle  that  each  iiidivi<liial  is  responsible  for  his 
own  acts  but  not  tlios(»  of  another  was  subject  to  one 
marked  exception.     At  the  comnum  law  the  master  had 
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always  been  held  liable  for  the  acts  of  his  servants  within 
the  scope  of  their  authority.  In  1837,  in  the  now  famous 
case  of  Priestly  vs.  Fowler,  (a)  it  was  held  that  the 
master  was  not  liable  to  one  servant  for  injury  due  to 
the  negligence  of  a  fellow  servant  engaged  in  the  same 
employment.  This  decision  originated  the  much  discussed 
principle  of  common  employment,  or,  as  it  is  more  popu- 
larly known  in  our  own  country,  "the  fellow  servant 
doctrine." 

A  powerful  decision  of  the  Supreme  Court  of  Mas- 
sachusetts, written  by  its  then  Chief  Justice  Shaw%  in- 
troduced this  ruling  into  American  jurisprudence  in 
1842.  (b)  It  rapidly  prevailed  in  other  states  and  be- 
came an  accepted  principle  of  American  law.  It  was 
here  interpreted,  however,  with  such  restrictions  that, 
generally  speaking,  it  has  never  been  given  the  extreme 
application  which  obtained  in  England.  In  Great  Britain 
the  principle  was  carried  to  a  point  at  which  it  practi- 
cally covered  all  persons  engaged  in  a  common  employ- 
ment without  regard  to  rank.  Thus  it  was  there  held 
that  the  general  manager  of  a  railway  company  was  in 
common  employment  with  a  platelayer, ^^^  the  captain 
of  a  ship  with  one  of  the  ordinary  seamen, ^^)  a  miner 
with  the  overseer  or  superintendent  of  a  mine.^®^ 

Our  federal  and  state  courts  at  no  time  went  so  far  in 
applying  this  important  principle,  but  they  nevertheless 

(a)  3  M.  &  W.  1. 

(b)  Farwell  vs.  Boston,  Ptc,  R.  R.     4  Met.  40. 

(c)  Conway  vs.  Belfast  &  Northern  R.  R.  Co..  11  Ir.     L.  R.  345. 

(d)  Hedley  vs.   Pinkney   &   Sons   Steamship  Co.,  1   Q.  B.    58;   61*  L. 
J.  Q.  B.     179. 

(e)  Ilall  v8.  Johnson,  3  IT.  &  C.  589. 
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became  involved  in  many  confusing  and  contradictory  de-  confusion 
cisions  due  in  all'likelihood  to  the  lack  of  an  accurate  Liability  laws 
and  generally  accepted  definition  of  common  employment. 
"There  is  probably  no  one  matter,"  said  the  Supreme 
Court  of  the  United  States,  "upon  which  there  are  more 
conflicting  and  irreconcilable  decisions  in  the  various 
courts  of  the  land  than  the  one  as  to  what  is  the  test  of 
common  service  such  as  to  relieve  the  master  from  lia- 
bility for  the  injury  of  one  servant  through  the  negligence 
of  another.' '^a) 

It  is  interesting  to  observe  that  the  defense  of  com- 
mon employment  was  unknown  to  the  Civil  Law  of  Europe 
and  that  contributory  negligence  did  not  as  a  rule  bar 
recovery,  but  was  rather  an  element  modifying  the 
amount  of  damages. 

The  principles  enunciated  in  1837  became  permanent 
law  by  a  decision  of  the  House  of  Lords  in  1858,^^)  and 
from  that  time  there  was  a  continuous  agitation  for  the 
abolition  or  modification  of  the  defense  of  common  em- 
ployment. In  1877  a  bill  was  submitted  and  considered 
by  a  committee  of  the  House  of  Commons  w^hich  proposed 
to  make  the  employer  responsible  for  the  negligence  of 
persons  entrusted  with  the  duties  of  superintendence  and 
who  were  to  be  legally  designated  as  "vice-masters."  The 
committee,  however,  refused  to  recommend  the  measure. 
In  1879  the  government  proposed  that  corporations 
should  be  held  liable  for  injuries  caused  by  the  negligence 
of  their  manager  or  managers.     This,  however,  was  also 


(a)  B.  &  O.  R.  R.  vs.  Baugli,  149  U.  S.    3C8. 

(b)  Bartonshill  Coal  Co.  vs.  Reid,  3  Macq.  H.  U     Cag.  266. 
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withdrawn.  Finally,  in  1880,  the  government  introduced 
and  enacted  what  has  since  become  known  as  the  Em- 
ployers' Liability  Act  of  1880.  (a)  The  purpose  of  this 
measure,  it  was  stated,  was  to  "bring  back  the  law  to 
what  it  was  supposed  to  be  in  England  before  the  case 
of  Priestly  vs.  Fowler." 

The  new  Act  provided:  "The  same  right  of  compensa- 
tion and  remedies  against  the  employer  as  if  the  workman 
had  not  been  a  workman,  nor  in  the  service  of  the  em- 
ployer, nor  engaged  in  his  work.''^^^  It  imposed  upon 
the  employer,  whether  an  individual  or  a  corporation,  lia- 
bility : 

"1.  For  defective  ways,  works,  machinery  and  plant. 

2.  For  the  neglect  of  his  superintendents. 

3.  For  the  neglect  of  persons  to  whom  he  delegated 
his  powers  of  giving  orders 

4.  For  defective  bv-laws  and  instructions. 

»f 

5.  In  the  case  of  railway  companies,  for  the  negli- 
gent management  of  trains,  points  and  signals." ^c) 

The  Act  seems  at  first  to  have  been  a  subject  of  much 
popular  misunderstanding.  It  is  and  was  asserted  to 
have  completely  abolished  the  doctrine  of  common  em- 
ployment, and  it  created  considerable  alarm  from  a  gen- 
eral assumption  that  it  inii)osed  extremely  onerous  obliga- 
tions. As  the  statute  was  subjected  to  interpretation,  it 
became  clear  that  with  respect  to  the  employer's  personal 
liabilitv   for   injuries  arising   from   defects  in   his  ways, 


(a)  43  and  44  Victoria,  c.  42. 

(b)  43  and  44  Victoria.   Sec.  1. 

(c)  RiiegR«   Kraployers'   Liability,  etc.    (^th   edition),   p.  1C3. 
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works,  machinery  or  plant  of  which  he  had  or  could  be 
presumed  to  have  knowledge,  no  addition  had  been  made 
to  his  common  law  liability.  The  real  increase  of  obliga- 
tion consisted  in  making  him  responsible  for  the  negli- 
gence of  those  to  whom  he  delegated  permanent  or  tem- 
porary duties  of  supervision,  and  to  that  extent  only  the 
Act  of  1880  modified  the  doctrine  of  common  employ- 
ment. 

In  an  action  at  common  law,  the  amount  of  compen-  compensation 

Under  the 

sation  recoverable  for  personal  injury  due  to  negligence  Act  of  1880 
was  not  limited.  In  the  Act  of  1880,  recovery  was  ex- 
pressly limited  to  a  sum  "equivalent  to  the  estimated 
earnings  during  the  three  years  preceding  the  injury,  of 
a  person  in  the  same  grade  employed  during  those  years 
in  the  like  employment  and  in  the  district  in  which  the 
workman  is  employed  at  the  time  of  injury." (a) 

The  Act  of  1880  was  closely  followed  by  several  of 
our  states.  In  many  others,  it  supplied  the  inspiration 
for  modifying  or  greatly  restricting  the  defense  of  com- 
mon employment  as  well  as  that  of  assumed  risk.  No 
state  followed  the  British  example,  however,  in  providing 
equal  limitation  upon  recovery.  Indeed,  in  some  of  our 
states  a  constitutional  provision  prohibits  the  legislature 
from  restricting  the  amount  of  damages  recoverable  for 
injuries  resulting  in  death. 

From  this  brief  review,  it  must  be  fairly  evident  that  American 

,  T     .  -../».  Employers' 

under  the  common  law  and  its  statutory  modifications  Liability 

Oreater  tliaii 

by  Lord  Campbell's  Act  and  the  statute  of   1880,   the  British 
liabilities  of  the  British  employer  are  by  no  means  equal 

(a)   Sec.  3. 
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Comparative        to   the   obligations   existing   in    most   of   the   American 

Comi>en8ation 

states,  while  the  British  workman  prosecuting  an  action 
for  personal  injury  was  at  a  decided,  indeed  distressing, 
disadvantage  in  comparison  with  an  American  workman, 
both  with  regard  to  the  nature  of  his  remedies  and  the 
amount  recoverable. 


CHAPTER    NINE 

Tke  Introduction  of  tke  Compensation    Principle  by   tke   Acta   of 

1897  and  1900  and  tke  Investigation  of  tke  Operation 

of  tkifl  Legifllation  by  tke  Departmental 
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CHAPTER  IX 

The  Introduction  of  the  Compensation  rRiNCiPLB  by 

THE  Acts  op  1897  and  1900  and  the  Investigation 

OP  THE  Operation  of  this  Legislation  by  the 

Departmental  Committee  of  1904 

The  Act  of  1880  by  no  means  stopped  agitation  for  a  Additional 
further  increase  of  employers'   liability.     From   1893  to  LiSmty 
1897  several  measures  were  presented  by  Mr.  Asquith,  Legrisiation 
and  others,  to  secure  either  abolition  of  the  doctrine  of 
common  employment,  or  further  modification  of  the  de- 
fense of  assumed  risk.     In  1893,  on  the  second  reading  in 
Parliament  of  a  bill  for  the  latter  purpose,  the  first  step 
towards  the  principles  later  embodied  in  the  Compensa- 
tion Act  of  1897  was  taken  by  Mr.   Chamberlain,  who 
offered  an  amendment  to  the  pending  bill,  declaring  "that 
no   amendment   of   the   law   relating   to   employers'    lia- 
bilitj'  will  be  final  or  satisfactory  which  does  not  provide 
compensation  to  workmen  for  all  injuries  sustained  in  the 
ordinary  course  of  their  employment,  and  not  caused  by 
either  their  own  acts  or  default."^*) 

In  1897  Parliament  passed  the  first  compensation 
measure,  professedly  following  the  underlying  principles 
of  the  German  Act  of  1884,  but,  unlike  its  exemplar,  it  did 
not  establish  an  insurance  fund.    This  law  in  effect  wrote 


(a)   Ilansnrd,  Vol.  Vlll,  lOfil    (ISOS). 
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Provisions 
of  the  Act 
of  1897 


Conditions  of 
Compensation 


into  every  contract  of  employment,  a  term  making  every 
employer  personally  liable  to  pay  limited  compensation 
for  personal  injury  received  by  a  workman  in  the  course 
of  employment,  except  it  were  due  to  his  own  serious  and 
willful  misconduct.  ^'Whatever  the  true  economic  view 
may  be  as  to  the  ultimate  incidence  of  the  cost  of  com- 
pensation, a  burden  of  greater  or  less  weight  was,  in  the 
first  instance  at  all  events,  thrown  upon  the  employer 
and  a  benefit  conferred  on  the  workman." (a)  The  lia- 
bility imposed  was  independent  of  fault  on  the  part  of 
either  party,  and  within  the  limits  prescribed  in  the  Act. 
The  amount  of  compensation  was  determined,  not  in  an 
action  at  law,  but  either  by  agreement  of  the  parties  ap- 
plying the  terms  of  the  measure  to  themselves,  or,  fail- 
ing in  that,  bj^  a  private  arbitrator  agreed  upon  by  the 
parties,  or  a  judge  of  the  county  court  sitting  as  an  ar- 
bitrator under  a  simplified  procedure. 

No  compensation  was  payable  until  disability  from 
injury  had  endured  two  weeks.  Weekly  payments  then 
became  due  proportionate  to  the  degree  of  disability  but 
in  no  case  exceeding  half  the  weekly  earnings  of  the  in- 
jured man,  with  a  maximum  limit  of  £1  (?5).  If  the 
injury  resulted  in  death,  persons  within  certain  degrees 
of  relationship,  dependent  for  their  support  upon  the 
earnings  of  the  deceased,  were  entitled  to  compensation 
equivalent  to  his  earnings  for  three  years  preceding  the 
accident,  but  not  in  any  case  less  than  £150  (f750)  nor 
more  than  £S00  ($1500),  the  amount  payable  to  be  de- 
termined within  these  limits  in  accordance  with  the  de- 
gree of  dependency  of  the  claimant. 


(a)   Rpport  Departmental  Committee    (1904),  p.  12. 
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The  Act  aimed  at  substantial  relief,  not  complete  in- 
demnity. Compensation  was  therefore  theoretically  to 
continue  during  disability.  Hence  provision  was  made 
for  the  revision  of  the  award  in  accordance  with  the 
increase  or  decrease  of  the  existing  disability. 

The  Act  was  professedly  of  an  experimental  character  scope 

of  the  Act 

and  was  expressly  confined  to  seven  groups  of  presumably 
hazardous  industries.  It  applied  to  employment  on  or 
about  a  railway,  a  factory,  a  mine,  a  quarry,  engineering 
work,  and  "a  building  which  exceeds  thirty  feet  in  height 
and  is  either  being  constructed,  or  repaired  by  means  of 
scaffolding,  or  being  demolished,  or  on  which  machinery 
driven  by  steam  or  water  or  other  mechanical  power  is 
being  used  for  the  purpose  of  the  construction,  repair  or 
demolition  thereof." 

In  1900  the  terms  of  the  Act  were  extended  to  agri- 
culture which  included,  "horticulture,  forestry  and  the 
use  of  land  for  any  purposes  of  husbandry,  inclusive  of 
the  breeding  of  live  stock  or  bees,  and  the  growth  of  fruit 
and  vegetables." 

The  remedies  existing  at  common  law  and  by  statute 
were  neither  abolished  nor  modified  but  continued  con- 
currently with  the  new  Act.  The  injured  worker  was, 
however,  in  theory,  compelled  to  make  an  election,  either 
to  pursue  his  remedy  at  law  or  under  the  Compensation 
Act.  But  it  was  provided  tliat  if  he  failed  in  proceedings 
at  common  law  or  under  the  statute,  he  could  apply  to 
the  judge  in  whose  court  his  abortive  action  had  failed, 
for  an  award  of  compensation  under  the  Act,  subject,  in 
the  discretion  of  the  judge,  to  the  subtraction  of  such 
costs  as  were  caused  l)y  the  legal  proceedings. 
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It  is  not  essential  to  examine  at  length  the  terms  of 
this  measure.  It  was  repealed  by  the  existing  legislation 
of  1906,  to  which  extended  consideration  is  subsequently 
given.  We  are,  however,  deeply  interested  in  the  history 
of  its  practical  effects.  For  the  sweeping  extension  of  its 
principles  following  the  avowedly  tentative  adoption  of 
them  in  1897  necessarily  produces  a  general  impression 
that  the  experiment  must  have  fulfilled  the  hopeful  expec- 
tations of  its  advocates.  The  generality  of  men  would  like- 
wise conclude  that  the  Act  of  1906  expressed  in  its  terms 
much  experience  derived  from  careful  observation  of  the 
operation  of  its  predecessor.  Let  us  consider  whether  or 
not  the  facts  of  the  matter  give  support  to  such  natural 
presumption. 

Defects  of  form  became  evident  in  the  earliest  stages 
of  the  enforcement  of  the  Act  of  1897.  Ambiguities  of 
language  and  contradictory  sections  hindered  and  ob- 
structed its  administration  and  enforcement.  Effect  was 
given  to  its  provisions  only  by  what  was  generally  recog- 
nized as  arbitrary  and  indeed  artifical  distortion  of 
language.  Docks,  wharves,  quays  and  even  ships  were  in- 
cluded by  construction  within  the  term  "Factory,"  and 
workmen  found  themselves  moving  in  and  out  of  the  Act 
in  accordanc(*  with  the  circumstances  of  their  employ- 
ment. One  of  the  most  prominent  of  English  legal  au- 
thorities defied  the  Society  of  Architects  to  determine 
when  a  building  was  **30  feet  in  height.''^*)  The  Court  of 
Appeals  was  inclined  to  believe  that  a  loose  board  thrown 
upon  the  roof  of  a  building  might,  within  the  terms  of 

(a)  Ruegg  Lectures  '*Eimployer  and  Workman  in  England/'  Lecture 
V,  p.  149. 
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the  Act,  be  a  "scaffolding/'^*)  One  distinguished  judge,  in 
the  course  of  a  decision,  scathingly  declared :  "The  Act  is 
drawn  in  such  extraordinary  fashion  and  the  methods  of 
arriving  at  its  meaning  are  so  complicated,  that  it  is  not 
easy  to  deal  with  it  on  broad  grounds  of  common  sense."  ^^> 
These  exasperating  and  costly  errors  were  widely  acknowl- 
edged and  deprecated,  but  the  irritation,  expense  and  de- 
lay which  they  caused  through  many  years  of  litigation 
remained  largely  unremedied.  They  should  be  full  of 
suggestion  in  the  dangers  that  attend  poor  draftsmanship 
in  legislation. 

Errors  of  language  are,  however,  easily  cured;  it  is 
those  of  principle  which  are  difficult  to  remedy.  We  are 
far  more  interested  in  the  practical  operation  of  these 
principles  than  the  difficulties  which  arose  from  their  ex- 
pression in  inapt  and  artificial  language.  What  does  the 
statistical  record  of  the  Act  disclose?  Did  it  unduly 
burden  industry?  In  how  many  cases  was  compensation 
annually  paid?  How  did  it  affect  its  beneficiaries?  How 
do  the  charges  in  one  industry  compare  with  those  in 
others?    To  what  extent  is  insurance  resorted  to?    These  operation 

Act   1897 

and  many  other  inquiries  naturally  arise  in  the  mind,  unrecorded 
Strange  to  say,  there  is  no  record  from  which  they  can  be 
answered.  No  provision  was  made  in  the  Act  or  else- 
where for  the  collection  of  information  respecting  it. 
From  1897  to  1904  the  only  information  of  its  operation 
is  to  be  had  from  the  records  of  the  countv  courts,  dis- 

* 

closinjy  the  number  and  nature  of  arbitrated  claims  for 


(a)  Veazy  vs.  Chattlo,  1  K.  B.     404. 

(b)  Collins  L.  J.,  Hennwsey  vs.  McCabe,  L.  J.  Q.  B.    175. 
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compensation,  estimated  to  be  less  than  6  per  cent  of  the 
total  number  of  cases  in  which  comi)ensation  was  paid. 
The  strange  spectacle  is  presented  of  a  proverbially  con- 
servcitive  Parliament  enacting  legislation  of  an  avowedly 
experimental  character  and  proceeding  to  enforce  it  with 
no  provision  for  ascertaining  the  results  of  the  experi- 
ment. 

Except  for  the  fragmentary  administrative  information 
represented  in  compensation  litigation,  there  is  no  official 
source  of  information  respecting  the  Act  of  1897,  save 
the  report  of  the  Departmental  Committee  appointed  in 
1904  to  make  recommendations  respecting  the  amendment 
and  extension  of  the  Act.  This  body  consisted  of  five 
members,  including  a  representative  employer,  a  promi- 
nent trade  union  leader,  and  government  officials.  It 
alone  possessed,  during  the  term  of  its  existence,  power 
to  summon  witnesses  and  gather  evidence  respecting  the 
working  of  the  Act.  From  its  investigations  we  should 
expect  to  learn  the  conclusions  which  led  to  the  legisla- 
tion of  190C. 

As  a  preliminary  to  recommendations  concerning  the 
extension  of  the  Act,  the  Committee  undertook  to  do 
precisely  what  we  wish  to  do— "to  form  some  estimate  of 
the  way  in  which  this  great  experiment  in  legislation  had 
worked;  to  inquire  whether  it  fulfilled  expectations 
formed  some  years  ago;  and  what  weak  points  had  been 
disclosed."  ^^)  The  Committee  gathered  information  dur- 
ing some  37  meetings  at  which  a  great  number  of  wit- 
nesses were  examined. 


(a)   Report  Departmental  Committee    (1004).  p.  13. 
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This  body  began  by  propounding  for  its  own  guidance 
a  series  of  very  interesting  questions,  the  replies  to  which, 
representing  the  conclusions  of  the  Committee,  relate  the  Questions 

Invest!  grated 

operation  of  the  Act.     Chief  among  these  interrogatories  by  the 

.  Committee 

were  the  following: 

1.  "Have  tliese  Acts  (1897  and  1900)  in  their  opera- 
tion been  unduly  productive  of  litigation;  if  so,  to  what 
cause  can  this  result  be  attributed  and  how  far  can  the 
evil  be  mitigated?" 

2.  "Have  tliey  tended  to  prevent  the  occurrence  of 
accidents  in  the  industries  to  which  they  have  been  ap- 
plied?- 

3.  "How  have  they  affected  accident  benefit  funds?" 

4.  "Have  thej'  imposed  or  are  they  iikelj^  to  impose 
any  undue  burden  on  the  employer?" 

5.  "Has  their  operation  on  the  whole  been  beneficial 
to  the  workman?" (a) 

The  Committee  began  its  investigation  with  the  com- 
plaint that  the  greatest  difficultj'  arose  "from  the  fact 
that  there  was  no  provision  in  the  Act,  or  elsewhere,  for 
the  collecting  of  statistics  as  to  the  working  of  the  Act." 

Proceeding  to  investigate  its  First  question,  the  Com-  Findingrs  to 

Question  One 

mittee  found :  "various  defects  both  in  the  Act  itself  and 
the  machinery  by  which  it  is  enforced,  which  in  our  own 
opinion  gave  rise  to  much  preventable  litigation."  It  was 
of  the  further  opinion  that  one  of  the  chief  causes  of 
litigation  was  to  be  found  in  what  it  deemed  the  "un- 
satisfactory provision,"  that  where  the  workman  failed 
in  an  action  at  law  the  court  may  assess  compensation 


(a)   Report  Departmental  Committee   (1904),  p.  13. 
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under  the  Act,  deducting,  in  its  discretion,  the  costs  of 
the  unsuccessful  proceeding.  "This,"  said  the  Committee, 
"has  been  found  to  offer  a  strong  temptation  to  the  less 
scrupulous  class  of  solicitors  to  bring  speculative  actions 
on  behalf  of  their  clients  under  the  Employers'  Liability 
Act,  or  in  some  cases  at  common  law,  with  a  view  to 
driving  the  employer  to  settle  on  advantageous  terms. 
•  *  *  We  think  that  this  provision  has  worked  largely 
to  the  disadvantage  of  both  employer  and  workman 
and  is  responsible  for  a  large  quantity  of  illegitimate 
litigation." ^*^  The  Committee  regarded  the  total  volume 
of  litigation  as  small  in  comparison  with  the  great  num- 
ber of  cases  settled  by  agreement. 

Findings  to  Responding  to  the   Second   question,  the  Committee 

Question  Two 

reached  the  surprising  and  it  would  seem  somewhat  dis- 
couraging conclusions  in  view  of  the  expectations  aroused 
to  the  contrary  by  the  strong  assertions  of  advocates  of 
the  Act,  that  "No  evidence  has  been  brought  before  us 
which  enables  us  to  find  that  any  great  improvement  in 
the  direction  of  safety  is  to  be  placed  to  the  credit  of  this 
Act.  Indeed,  some  evidence  rather  points  in  the  opposite 
direction." ^^)  The  Committee  emphasized  the  fact  "that 
the  machinery  of  German  insurance  associations  is  di- 
rected towards  securing  greater  safety  of  the  workman." 
And  again,  in  cimcluding,  it  is  reiterated:  "On  the  whole, 
therefore,  we  feel  unable  to  come  to  the  conclusion  that 
the  operation  of  the  Compensation  Act  of  1897  has  had 


(a)  U<*port   Departmental  Committee    (1004),  p.   10. 

(b)  Report  Departmental  Committee   (1004),  p.  22. 


BRITISH   LEGISLATION  177 

any  marked  or  ascertainable  eflfect,  one  way  or  the  other, 
upon  the  safety  of  the  workman." (^) 

Answering  its  Third  query,  the  Committee  responds:  f 

Q 

^'We  think  that  the  evidence  has  shown  that  their  opera- 
tion (the  Acts  of  1897  and  1900)  has  been  largely  to  put  an 
end  to  those  societies  for  accident  compensation  which 
previously  were  supported  by  the  joint  contributions  of 
employers  and  workmen.'' ^^^  It  was  concluded  that  the 
dissolution  of  these  organizations  was  due  in  a  great 
number  of  instances  to  the  discontinuance  of  the  contri- 
butions by  the  employers,  who,  said  the  Committee,  "can 
hardly  be  expected  to  contribute  to  these  funds  as  well 
as  to  bear  the  burden  thrown  upon  them  by  the  Act.''^^^ 
The  Fourth  question  impressed  the  Committee  with 
special  gravity,  for  it  said:  "Whatever  may  be  the  true 
view  as  to  the  incidence  of  the  burden  of  compensation  for 
accidents,  it  seems  plain  that  if  the  cost  thrown  at  all 
events  in  the  first  instance  on  the  employer  is  excessive, 
the  ultimate  loss  consequent  thereon  will  fall  with  equal 
or  greater  weight  upon  the  workman,  either  by  the 
diminution  of  wages,  or  loss  of  employment,  or  loss 
through  the  insolvency  of  the  employer.'' (d)  The  evi- 
dence before  the  Committee  presented  urgent  need  for  a 
clearer  definition  of  the  rights  and  liabilities  of  employer 
and  employe.  "This  involves  the  removal  of  certain  anoma- 
lies  and   distinctions,    based   on    no   ascertainable   prin- 


(a)  Report  Departmental  Committee    (1004),  p.  23. 

(b)  Report  Departmental  Committee    (1904),  p.  23. 

(c)  Report  Departmental  Committee   (1004),  p.  24. 

(d)  Report  D^^partmental  Committee   (1004),  p.  25. 
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ciple,  which  at  present  tend  to  create  a  sense  of  in- 
equality and  injustice." ^a)  Employers  in  England  as  in 
America,  were  evidently  complaining,  not  so  much  of  the 
actual  cost  of  compensation,  as  that  most  unsatisfactory 
of  all  the  conditions,  one  of  uncertainty  as  to  the  nature 
of  their  liability  under  the  Act.  The  Committee  expressed 
its  conclusions  respecting  the  Fourth  question  as  follows : 

Findings  to  **1.  That   the   pecuniary   burden   imposed   by   the   Act 

Question  Four 

upon  the  employer  has  not  been  excessive. 

2.  But  the  burden  tends  to  increase  especially  in 
consequence  of  the  rapidity  at  which  claims  are  growing 
and  the  burden  which  is  necessarily  imposed  by  the  in- 
creasing number  of  perman(»nt  cases,  and  that  the  Act  of 
1897  has  not  been  sufficiently  long  in  operation  to  permit 
of  any  really  trustworthy  estimate  being  formed  of  the 
limits  which  this  increase  will  ultimately  reach. 

\\,  That  if  this  last  inference  is  well  founded,  the 
greatest  caution  is  required  before  the  personal  liability 
already  imposinl  by  the  Act  on  the  employer  is  materially 
increased,  especially  by  any  legislation  whieh  may  add  to 
the  indefiniteness  and  uncertainty  of  that  liability,  unless 
there  are  paramount  reasons  for  the  suggested  ehange."^^) 

The  Committee  en*iphasizes  in  remarkable  language  its 
belief  in  the  extreme  importance  of  the  functions  under- 
taken by  mutual  insurance  associations  of  employers:  "If 
these  associations  receive  further  development  and  more 
complete  organization,  and  are  (extended  to  other  in- 
dustries, the  solution  of  many  ditfieulties  which  beset  the 

(a)    Report   Depart iinntal  Conuuittro    (IfKM),  p.  2.'). 
(1»)    Uoport  IVpartnifntal  ('(Hiiniittoe    (1004).  p.  ?^, 
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working  oi  the  Act  may  be  found,  which  will  operate  in 
furtherance  of  the  interests  of  both  employers  and  work- 
men." (») 

The  conclusions  in  reply  to  the  Fifth  question  were  of  Findings  to 

Question   Five 

paramount  importance.  They  determine,  and  in  a  special 
degree,  whether  or  not  the  Act  accomplishes  the  benefits 
sought. 

The  Committee  found  little  complaint  as  to  the  ade- 
quacy of  the  compensation  provided,  but  much  as  to  the 
insufficiency  of  provisions  against  the  insolvency  of  the 
small  employer.  The  latter  difficulty  was  frankly  de- 
clared to  be  inseparable  from  any  system  resting  upon 
the  personal  liability  of  the  employer.  But  the  most 
serious  charge  brought  against  the  Act  by  laboring  men 
themselves  was  that  the  measure  had  a  marked  effect 
upon  the  employment  of  elderly  or  maimed  persons.  ^^^ 
Government  officials,  officers  of  the  largest  trade  unions, 
representatives  of  great  industries  and  employers,  and  in- 
surance organizations  alike  offerefl  conclusive  evidence 
that  elderly  and  defective  workmen  faced  an  ever  in- 
creasing difficulty,  not  merely  in  retaining  their  present 
emploj^ment,  but  in  obtaining  new  employment,  because  of 
the  serious  risk  which  tlieir  condition  presented  under 
the  increased  liabilities  of  the  Act.  "The  evidence,"  says 
the  (^ommittee,  "has  led  us  to  the  conclusion  that  the 
Workmen's  Compensation  Acts  have  largely  increased  the 
difficulties  of  old  men  finding  and  obtaining  employment. 


(a)  Report  Departinpntal  Committee   (10(M),  p.  33. 

(b)  Report    Departmental   Committee    (1004),   pp.   3.S.;jO-40. 
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We  fear  that  the  tendency  is  for  these  difficulties  to 
grow.  *  *  *  A  somewhat  different  question  arises 
in  reference  to  diseased,  weak,  or  partially  maimed  per- 
sons. In  the  case  of  tlie  latter  there  is  distinct  evidence 
that  in  many  cases  they  are  refused  employment  at  their 
old  trade  altliough  perfectly  capable  of  earning  full 
wages(a)  *  *  *  It  appears  to  us  that  the  operation 
of  the  Act,  as  it  stands,  both  as  regards  old,  infirm,  and 
those  who  have  been  maimed,  lias  proved  a  serious  draw- 
back to  the  advantages  which  in  other  respects  it  has 
conferred  on  the  workman.'' (b) 

To  remedy  this  serious  condition  the  Committee  sug- 
gested that  infirm  or  defective  persons  should,  upon  the 
certificate  of  a  medical  referee,  be  permitted  to  contract 
out  of  the  Act  on  special  terms  as  to  compensation,  due 
care  being  had  to  guard  such  a  provision  against  abuse. 

Turning  from  an  examination  of  the  practical  opera- 
tion of  the  Act,  the  Ccunmittee  gave  attention  to  the  sub- 
ject of  its  amendment.  In  the  course  of  this  task  it  had 
occasion  to  examine  the  practi(*al  operation  of  the  only 
bar  to  the  recovery  of  compensation,  the  serious  and  will- 
ful misconduct  of  the  injured  person.  The  Committee 
commented  on  the  fact  that  all  the  representatives  of  the 
trade  unions  who  appeared  before  it  could  mention  but 
two  cases  in  which  the  question  of  serious  and  willful 
misconduct  had  arisen,  while  it  quoted  Judge  Ruegg,  gen- 
erally regarded  in  England  as  perhaps  the  highest  author- 
ity upon  the  construction  of  the  Act,  as  giving  his  opinion 


(a)  Ueport  Departmeutal  Committee    (1904).  p.  30. 

(b)  Report   Departmental  Committee    (10()4),  p.  41. 


BRITISH  LEGISLATION  181 

"that  it  was  practically  impossible,  whatever  a  man  does, 

to  get  a  finding  of  serions  and  willful  misconduct  against 
him.'^a) 

The  Committee  was  urged  to  recommend  that  the 
period  of  disability  during  which  compensation  was  not 
paid  be  reduced  from  two  weeks  to  one,  but  it  sharply 
refused,  declaring  "the  transference  to  the  employer  of 
the  burden  of  the  compensation  for  the  whole  or  any  part 
of  the  first  two  weeks  Avould  be  a  grave  departure  from 
the  system  deliberately  adopted  by  the  legislation  of 
1897."^^^  "There  are  no  sufficient  reasons  to  justify  us 
in  making  any  recommendations  to  this  eflfect."^^^  The 
Committee  attached  great  importance  to  the  amendment 
providing  for  the  appointment  of  a  medical  referee  whose 
evidence  as  to  the  condition  of  an  applicant  for  compen- 
sation should  be  conclusive.  It  declined  to  recommend 
any  general  extension  of  the  provisions  of  the  Act. 

Throughout  the  entire  report  of  the  Committee  flows  committee 

Favored 

evidence,  continually  increasing  in  volume  and  strength,  insurance 

to  Personal 

of  the  fact  that  the  investigation  convinced  its  members  Liability 
that  the  whole  basis  of  compensation  should  be  changed 
by  substituting  iusurance  for  personal  Hability.  Re- 
ferring to  the  difficulty  of  affording  any  certain  relief  to 
the  workman  of  the  small  employer,  it  said:  "That  there 
must  always  be  a  serious  risk  of  the  insolvency  of  the  em- 
ployer seems  to  us  an  inevitable  consequence  of  the  adop- 
tion of  a  principle  of  personal  liability  instead  of  that  of 


(a)  R<»port  Departmental  Committee   (1904),  p.  (56. 

(b)  Report  Departmental  Committee  (1904),  p.  70. 

(c)  Report  Departmental  Committee   (1904),  p.  76. 
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compulsory  insurance  under  proper  regulations."^*)  Again 
they  declare :  *'It  appears  impossible  to  guard  against  this 
difficulty  in  a  wholly  satisfactory  manner,  unless  the  se- 
curity  of  a  solyent  insurance  fund  is  substituted  for  the 
personal  responsibility  of  the  indiyidual  employer." ^^) 
The  yery  object  of  the  Act,  asserts  the  Committee,  is  to 
proyide  "an  indirect  method  of  compulsory  insurance 
rather  than  to  enforce  any  ordinary  legal  obligation." ^c) 

So  time  after  time,  as  the  experience  of  witnesses  de- 
veloped new  perplexities,  the  Committee  falls  back  upon 
the  insurance  fund  as  the,  only,  all  sufficient  remedy. 
"We  anticipate  that  the  remedies  under  the  old  law  will 
fall  more  and  more  into  disuse  and  that  the  minds  of  the 
legislature  will  be  directed  to  the  improyement  or  exten- 
sion of  the  best  form,  whether  direct  or  indirect,  of  com- 
pulsory insurance." ^^)  "Our  difficulties  •  •  •  are 
intensified  by  the  fact  that  our  system  of  compensation 
is  appearing  to  rest  entirely  upon  the  personal  or  in- 
diyidual liability  of  the  employer  and  is  not  cast  upon 
a  fund  regulated  by  special  legislatiye  proyisiqns."^®) 

Such  are  the  opinions  and  conclusions  expressed  by 
the  only  authoritatiye  public  body  Ayhich,  between  the 
passage  of  the  Act  of  1897  and  the  advanced  measure  of 
1906,  undertook  to  investigate  the  practical  effects  of  the 
compensatory  principle  in  the  form  given  it  by  the 
British  Parliament. 


(a)  Report  Departmontal  Committee   (1904),  p.  38. 

(b)  Keport  Departmental  Committee   (1904),  p.  121. 

(c)  Report   Departmeiitial  Committee    (1904),   p.  93. 

(d)  Report  Departmental  Committee    (1904),  p.  93. 

(e)  Report  Departmental  Committee   (1904),  p.  40. 
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CHAPTER  X 

The  Final  Extension  of  the  Compensation  Pkinciplb 

The  Act  of  1906,  Outline  of  its  Provisions  and 

Examination  of  the  Nature  and  Extent  of 

its  Liabilities 

The  Act  of  1906  is  Great  Britain's  last  and  broadest  Act  of  laoe 

the  Latest 

application  of  the  compensation  principle.     It  repealed  British 

Liability  Law 

the  preceding  legislation  of  1897-1900  except  as  to  claims 
existing  under  them.  Rights  of  action  at  common  law 
or  by  statute  remained  unaffected,  but  subject,  as  we  shall 
see,  to  use  as  alternative  but  not  consecutive  remedies. 

We  shall  briefly  outline  the  Act,  examining  the  nature 
and  extent  of  its  liabilities  and  its  methods  of  administra^ 
tion,  confining  our  attention  to  provisions  of  substantial 
importance  and  omitting  reference  to  a  variety  of  minor 
details. 

The  Act  provides  in  effect  that  every  employer,  indi-  Provisions 

of  Act  of  1906 

vidual  or  corporate,  in  any  employment  shall  be  liable  to 
his  workmen  for  personal  injury  by  accident,  arising  from 
and  in  the  course  of  employment,  where  the  injury  is  of 
such  a  character  as  to  disable  the  workman  for  at  least 
one  week  from  earning  full  wages  at  his  employment; 
provided  that  the  injured  workman  is  not  earning  more 
than  £250   (|1,250)   per  year,  except  he  be  engaged  in 
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manual  labor,  in  which  event  the  amount  of  his  earnings 
is  immaterial.  No  injury  is  to  be  compensated  if  caused 
by  the  worker's  own  serious  and  willful  misconduct  unless 
it  results  in  death  or  serious  and  permanent  disability. 

Such  occupational  diseases  as  are  named  in  the  Act, 
or  may  from  time  to  time  be  designated  by  the  Secretary 
of  State  in  his  discretion,  are  legally  to  be  considered 
"accidents"  and  compensated  as  such,  under  conditions 
hereafter  described.  Six  diseases  were  specified  in  the 
Act  and  18  have  since  been  added  thereto  by  order  of  the 
Secretary. 

The  Act  entitles  an  injured  workman  during  the 
period  of  his  incapacity  to  weekly  payments  which  shall 
not  exceed  50  per  cent  of  his  previous  weekly  earnings 
and  in  no  event  more  than  £1  (f5)  per  week,  the  specific 
amount  being  determined  by  the  degree  of  incapacity  fol- 
lowing the  injury,  the  award  being  subject  to  diminution 
or  enlargement  as  disability  diminishes  or  increases.  In 
case  of  death  from  injury,  "dependents"  named  in  the  Act, 
and  including  an  illegitimate  child  or  children,  are,  in 
accordance  with  the  degree  of  dependence,  entitled  to  not 
less  than  a  total  of  £150  ($750)  nor  more  than  £300 
(11500),  either  from  the  employer  or  his  estate.  If  the 
workman  leaves  no  dependents  the  employer  is  liable  to 
pay  not  to  exceed  £10  ($50)  for  medical  and  funeral 
expense. 

Contracting  out  of  the  Act  is  forbidden  except  where 
employer  and  employe  agree  to  a  substitute  scheme  which 
the  Registrar  of  Friendly  Societies  approves,  aft^r  as- 
certaining by  ballot  that  a  majority  of  the  workmen  at 


EXTENSION   OF   COMPENSATION    PRINCIPLE  187 

fected  agree  to  it  and  that  the  scheme  confers  benefits 
equal  to  or  greater  than  those  of  the  Act. 

Notice  of  accident  must  be  given,   unless  otherwise  Notice  of 

Accident  and 

excused,  as  soon  as  practicable  after  its  occurrence  and  Fiiin«  claims 
before  the  injured  person  voluntarily  leaves  the  service  of 
the  employer.  The  claim  for  compensation,  unless  ex- 
cused, must  be  made  within  six  months  from  the  oc- 
currence of  the  accident  or  the  date  of  death  resulting 
therefrom. 

Compensation  awarded  may  be  enforced  by  the  ordi-  ^^^^  °' 

*^  •^  *'  Collecting 

nary  process  of  execution  or  by  what  is  known  as  a  com-  claims 
mittal  order  under  the  Debtors'  Act  of  1869,  and  when 
paid  is  not  subject  to  attachment.  In  the  event  of  the 
insolvency  of  the  employer,  a  workman  awarded  com- 
pensation is  a  preferred  creditor  to  the  extent  of  £100 
(?500),  but  if  an  insolvent  employer's  liability  be  in- 
sured, a  claim  vests  in  the  workman  against  the  under- 
writer, equal  to  but  not  greater  than  that  possessed  by  the 
employer  on  his  behalf. 

The  administration  of  the  Act  contemplates  that  em-  ^/'^J."*^^'**"*'*' 
ployer  and  employe  shall,  in  the  first  instance,  endeavor 
by  agreement  to  apply  its  provisions  to  themselves.  In 
the  event  of  a  dispute  as  to  facts  or  tlie  application  of 
the  law,  and  in  that  event  only,  arbitration  may  be  had. 
For  this  purpose  employer  and  Avorkman  may  agree  upon 
a  committee  or  a  single  arl)itrator,  or  they  may  apply  to 
a  county  judge  who  shall  sit  as  an  arbitrator,  and  who, 
in  the  event  of  his  inability  to  do  so,  may,  with  the  con- 
sent of  the  Jjord  Chancellor,  appoint  a  substitute  to  sit  in 
his  stead,  with  sucli  power  as  lie  would  himself  possess. 
Lay  arbitrators  may  submit  questions  of  law  to  a  county 
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judge.  On  findings  of  fact,  the  decision  of  the  arbitrator 
is  final,  but  appeal  may  be  had  on  (luestions  of  law  to 
the  Court  of  Appeals,  and  finally  to  the  House  of  I^rds. 

A  workman  giving  notice  of  an  accident  must,  if  re- 
quired by  the  employer,  submit  to  examination  by  a  duly 
qualified  physician  provided  and  paid  by  the  em- 
ployer. Refusal  of  such  examination  or  its  obstruction 
suspends  the  right  to  prosecute  the  claim  for  comi)ensa- 
tion  until  such  examination  takes  place.  After  compen- 
sation is  awarded,  the  recipient  may,  at  such  intervals  as 
are  designated  in  rules  made  by  the  Secretary  of  State,  be 
required  to  submit  to  further  medical  examination  by  a 
physician  provided  and  paid  by  the  employer,  who  may 
thus  ascertain  whether  or  not  the  disability  continuts. 
The  evidence  of  a  physician  making  such  examinations  is 
not,  of  course,  conclusive  as  to  the  workman's  physical 
condition,  but  upon  application  signed  by  both  employer 
and  icovkmitHy  and  in  that  event  only,  the  Registrar  of 
a  county  court  may  appoint  a  medical  referee  whose 
certificate  as  to  the  physical  condition  of  the  workman, 
his  fitness  for  employment  or  the  question  of  whether  or 
not  his  incapacity  is  due  to  the  accident  described,  is 
conclusive  evidence  binding  upon  both  parties.  Any  lay 
or  judicial  arbitrator  may  ask  for  a  report  of  the  medical 
referee  on  the  physical  condition  of  an  applicant  for 
compensation,  but  except  under  the  conditions  described, 
neither  the  i>arties  to  the  controversy  nor  the  arbitrator 
are  bound  by  the  report. 

A  workman  may  not  recover  for  injury  received  dur- 
ing employment  both  at  law  and  under  the  Act,  but  as^ 
under  the  Act  of  1897,  a  plaintiff,  failing  in  an  action 
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under  tlie  Liability  Act  or  at  the  common  law,  may  im-  workmen 

May   Secure 

mediately    ask    the   judge    of    the    court    m    which    the  compensation 

After  Action 

abortive  action  has  been  brought,  to  assess  his  claim,  if  one  at  Law 
there  be,  under  the  Compensation  Act.  In  such  event,  the 
court  may,  in  its  discretion,  deduct  from  the  compensation 
aAvarded  all  or  part  of  the  costs  incurred  in  the  defeated 
proceeding  at  bnv.  As  a  matter  of  practice,  under  these 
circumstances  judges  rarely  assess  more  than  a  moiety 
of  the  costs  caused  by  the  legal  proceeding.  It  is  difficult 
to  understand  Avhy  this  provision  was  alloAved  to  remain 
in  the  Act  of  1906  in  view  of  the  emphatic  protest  against 
it  by  the  Departmental  Committee  in  1904.  "We  think," 
said  that  body,  "the  poAver  to  assess  compensation  after 
unsuccessful  proceedings  under  the  Employers'  Liability 
Act   should   he   repealed.     *     *     *     It   is   no   protection 

whatever  to  impose  upon  the  Avorkman  who  fails  the  obli- 
gation to  pay,  or  the  liability  to  have  a  deduction  of  costs 
from  his  compensation.  The  employer  has  in  practice  to 
bear  all  his  own  costs,  Avhether  he  succeeds  or  not." (a) 

To  ascertain  the  nature  and  extent  of  the  chief  lia-  Nature  of 
bilities  imposed  by  the  Act,  Ave  briefly  examine  the  Ian-  imposed 
guage  from  which  they  arise.  Who  is  a  "workman^'? 
What  is  ^^personal  injury  by  accident"?  When  may  it  be 
said  to  arise  "out  of  and  in  the  course  of  employment''? 
What  conduct,  if  any,  upon  the  part  of  the  Avorkman 
bars  recovery  of  ccunpensation?  The  answer  to  these 
queries  not  only  enables  one  to  understand,  substantially, 
the  character  and  extent  of  the  obligations  created,  but  to 

(a)    Report  Departmental  CoQ:mittee   (1004).  p.  0.3. 
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realize  the  legal  and  practical  effect  of  introducing  such 
terms  into  our  own  legislation,  where,  in  conjunction  with 
similar  purposes,  they  would  be  expected  to  convey  the 
meaning  attributed  in  the  jurisdiction  from  which  they 
were  taken. 

A  "Avorkman'-  within  the  meaning  of  the  Act  is  any 
person  who  has  entered  into  or  Avorks  under  a  contract 
of  service  or  apprenticeship  with  an  employer,  whether 
by  way  of  manual  labor,  clerical  work  or  otherwise.  It 
is  not,  however,  to  include  individuals  in  these  classes 
earning  more  than  £250  (|1,250)  per  year,  except  from 
manual  labor;  or  "a  person  whose  employment  is  of  a 
casual  nature,''  except  it  be  for  the  purposes  of  the  em- 
ployer's trade  or  business.  A  member  of  the  police  force, 
an  out-worker  or  a  member  of  the  employer's  family  in 
his  service  but  dwelling  in  his  house,  are  also  excluded 
from  the  operation  of  the  Act. 

It  might  seem  at  first  that  most  "casual  labor''  was 
outside  the  Act.  This,  however,  is  not  true.  All  casual 
labor  serving  an  employer  in  his  "trade  or  business"  is 
within  the  Act.  Thus,  if  a  householder  employed  a  person 
to  repair  his  home,  damaged  during  a  storm,  he  would 
not  be  liable  to  the  workman  in  event  of  his  injury 
during  the  job,  but  if  the  householder,  being  a  merchant, 
engaged  a  person  to  deliver  even  a  single  package  or  do 
an  errand  in  the  execution  of  liis  business,  that  person, 
if  injured  during  the  employment,  would  be  within  the 
Act.  It  is  the  employment  of  the  individual  which  must 
be  casual  and  not  tlie  work.  Thus  a  washerwoman  ac- 
customed  to   come  certain   davs   in   each   week  and  do 
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laundry  work  is  not  casual   labor,  (a)    while  a   window  casual 

Labor 

cleaner,  given  a  chance  job,  is  casual  labor,  (b)  Further-  illustrated 
more,  it  is  the  trade  or  business  of  the  employer  and  not 
of  the  person  employed  which  may  determine  the  applica- 
tion of  the  Act.  Thus  a  traveler  engaging  a  porter  to 
carry  his  bag  to  or  from  a  train  emph)ys  him  for  a  pri- 
vate purpose  with  reference  to  the  traveller,  although  it 
is  the  regular  business  of  the  porter,  and  the  porter 
would  not  be  within  the  Act,  if  injured.  If,  however,  the 
traveler,  being  engaged  in  selling  goods,  hired  the  porter 
to  carry  a  bag  containing  samples  or  wares,  with  the  aid 
of  which  business  was  transacted,  the  injury  of  the  porter 
during  such  employment  by  an  accident  arising  from  it, 
would  probably  render  the  traveler  liable.  Every  person 
given  chance  employment  for  however  brief  a  period,  in 
pursuance  of  the  employer's  business,  is  within  the  Act. 
Every  person  working  under  a  contract  of  service  or  ap- 
prenticeship, written  or  implied,  is  within  the  Act  unless- 
he  is  specifically  excluded  from  it.(c) 

No  one  has  yet  undertaken  to  enumerate  all  the 
classes  of  workmen  coming  within  the  scope  of  the  Act. 
It  has  been  roughly  estimated  that  some  thirteen  millions 
of  the  population  of  Great  Britain  are  within  its  terms. 
One  distinguished  British  legal  authority  has  offered  a 
partial  list  of  the  classes  of  workmen  included  under  the 
Act,  expressly  insisting,  however,  that  his  list  is  illustra- 
tive and  not  exhaustive.  He  embraces  within  the  measure: 


(n)   Dewhurst  vs.  Mather.  2  K.  B.,  754  (1908). 

(b)  Hill  vs.  B^'jfK,  2  K.  B.,  802  (1008). 

(c)  Kupg;;  Workmen's  Compensation,  8th  ed.,  273. 
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Occupations  1.  Railway  servants. 

within    the 

fhe^Act^  -•  ^^'orkmeii    in    factories    and    workshops,    including 

docks,  wharves,  qnays,  warehouses,  etc. 

3.  Workmen  in  mines. 

4.  Workmen  in  quarries. 

5.  Workmen  in  engineering  work. 

6.  Workmen  in  building  Avork. 

7.  Workmen  in  agriculture. 

8.  Servants  and  assistants  in  shops,  inns,  hotels,  pub- 
lic houses. 

9.  Domestic  or  menial  servants. 

10.  Seamen  (subject  to  the  special  provisions  of  the 
Act). 

11.  Drivers  and  conductors  of  public  vehicles. 

12.  Clerks  in  banks,  insurance  or  trading  oflices  (sub- 
ject to  limitation  as  to  salary). 

13.  Clerks,  assistants,  messengers  in  government,  county 
or  municipal  offices. 

14.  Persims  engaged  in  the  management,  driving  or  con- 
trol of  horses  or  other  animals,  or  automobile  conveyances. 

15.  Persons  in  the  pernuuient  employ,  under  contract  of 
service,  of  hospitals  and  other  philanthropic  institutions. 

10.  Persons  in  the  permanent  (»mploy,  under  contract  of 
service,  of  religions  establishments,  colleges,  or  schools, 
besides  nmny  other  smaller  classes  too  numerous  to  men- 
tion,   (a) 


(n)    Ruou:;:  Einplnyprs*  Tiiabllit.v.  etc..  Sth  cd.,  p.  2S.*i. 
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To  these  may  be  added  professional  players  taking 
part  in  sports  and  games.  In  this  country  the  term 
would  include  baseball  players.^*) 

In  connection  with  the  term  "workman''  it  should  be  compensation 

Under  the  Act 

noticed  that  the  compensation  awarded  under  the  Act  is  Determined 

by  "Earnings'* 

determined  by  the  "earnings"  of  the  workman  at  the  time 
of  injury.  This  is  a  broader  term  than  either  wages  or 
salary,  for  it  may  include  not  only  pay,  but  the  value  of 
any  benefit  or  privilege  arising  from  the  employment, 
such  as  the  rental  value  of  a  house  which  the  workman 
is  permitted  to  occupy  in  the  course  of  his  employment, 
or  supplies  or  other  things  which  were  part  of  his  re- 
muneration. Even  gratuities  habitually  received  in  the 
employment  are  part  of  the  "earnings."  (b)  More  than 
that,  the  "earnings"  of  an  injured  person  are  to  be  de- 
termined not  merely  by  what  he  receives  from  the  em- 
ployer in  whose  service  he  was  injured,  but  in  addition 
thereto,  whatever  he  may  have  earned  in  other  "con- 
current" employments.  Thus,  if  he  worked  part  of  the 
day  for  one  employer  and  served  as  night  watchman  for 
another,  his  "earnings"  would  be  estimated  by  his  income 
from  both  employments.  ^^^  Indeed,  if  he  be  in  the  con- 
current service  of  a  number  of  employers,  the  one  in  the 
course  of  whose  employment  he  is  injured  must,  if  liable, 
compensate  him,  not  on  the  basis  of  liis  "earnings"  with 
that  employer  alone,  but  on  the  basis  of  his  "earnings" 
from  all  concurriMit  employment.  ^^) 


(a)  Walker  vs.  The  Crystal  Palace  Football  Club,  1  K.  B.,  87  (1910). 

(b)  Penn  vs.   Spiers  &  Pond,  1  K.  B.,  700. 

(c)  Bevin  Workman's  Compensation,  p.  r>4f». 

(d)  Dewhurst  vs.  Mather,  2  K.  B.  7r>4   (1908). 
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When 
"Accident" 
"Arises  Out  of 
and  in  the 
Course  of 
Employment" 


The  words  '^arisiiijii:  out  of  aiul  in  the  course  of  em- 
ployment" nii<rht,  on  their  face,  cause  a  hiyinan  to  suspect 
that  the  measure  provided  for  injuries  received  av^'ay 
from  work  as  well  as  when  enjixajr^'d  in  it.  But  this  is  not 
its  intention,  we  are  assured,  however  far  some  decisions 
may  seem  to  «i:o. 

The  locality  in  which  an  injury  is  received  is  im- 
material, provided  the  in  jinked  pei-son  is  pursuing  his  em- 
l>loyment.  It  is  not  necessary  that  he  should  actually  l>e 
at  work.  He  is  (*ovei*ed  by  this  provision  of  the  Act  on 
bis  way  to  the  pay  office  of  the  employer^^^  or  returning; 
from  it  to  his  work,  even  thoujirh,  in  the  hitter  case,  lie 
should  get  on  the  wrong  street  car  and  in  correcting  his 
mistake  he  knocked  down  by  a  passing  wagon. ^^>  This 
provision  further  protects  him  from  the  time  of  arrival 
upon  the  employer's  premises,  for  a  reasonable  period  be- 
fore going  to  woi-k^^>  and  likewise  on  leaving  the  em- 
ployer's premises  at  the  conclusion  of  his  work^^^  even 
though  he  does  not  use  the  usual  way.^^^  If  a  domestic 
servant  loses  her  life  in  an  accident.il  tire  which  destroys 
the  liouse  of  th(»  emi)loyei',  in  which  she  is  sleeping,  her 
deatli  arises  out  of  the*  course  of  her  (Mn])loyment  and  her 
dependents  are  entitled  to  compensation. ^^> 

Two  instances  may  serve  to  suggest  the  novel  cases 
which  have  arisen  under  this  i)rovision  and  the  distinc- 

(in   Lowry  vs.  Slu'fi>l(l  Coal  (\»..  *J4  T.  L.  li.   142   (11)07). 

(b)  Xolson   vs.    IJclfast    Corporation.  42   Ir.   L.   T.  223. 

(c)  Ix)wless   vs.   Wi^an   Coal  &   Iron   Co.,   Ltd.,   124   I..   T.   Jour.   ri32 
( 11)08 ). 

(f\)   CreiiM-ns  vs.  Guest  Kt-on  &  Xottlofonl.  24,  T.  L.  R.    ISO   (1007>. 

(o)    Mr-Kce  and  Others  vs.  Great  Northern  R.  R.  Co.,  42  Ir.  L.  T.  132 
(lOOS). 

(f)   Cbittv  vs.  Nelson,  12(J  L.  T.  J.    172   (1906). 
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tions  observed  in  construing  its  terms.     A  lady's  maid,  instances 
while  sewing  for  her  mistress  near  an  open  window,  w^as  Distinction 

In  Application 

Startled  by  a  ^'cockchafer,''  a  large  insect,  Avhich  flew  of  Terms 
through  the  window.  Instinctively  throwing  up  her  hand 
at  its  approach,  the  maid  struck  her  ej'eball  with  her 
own  thumb,  resulting  in  a  serious  impairment  of  the 
vision.  She  applied  for  comi)ensation,  and  it  was  held 
that  while  the  injury  occurred  '*in  the  course  of  employ- 

* 

ment,"  it  did  not  "arise  out  of  it.'" (a)  A  teamster,  while 
lunching  on  his  employer's  premises,  was  bitten  by  the 
stable  cat.  Blood  poisoning  ensued  and  two  fingers  were 
subseciuently  amputated.  This  was  held  by  the  Court 
of  Appeal  to  be  an  accident  '^arising  out  of  and  in  the 
course  of  employment,''  although  the  Court  intimated 
that  the  decision  might  have  been  otherwise  had  it  been 
shown  to  be  "a  strange  cat.''(t>) 

A  summary  of  the  principles  governing  the  applica- 
tion of  this  phrase  is  presented  by  Judge  Kuegg,  whose 
volume  on  the  Compensation  Act  of  1906  is  the  standard  Principles 

Governlngr 

authority.     He  concludes:  Application  of 

This  lAngusLge 

1.  That  tlie  onus  of  proving  both  that  the  accident 
arose  out  of,  and  in  the  course  of  the  employment,  rests 
upon  the  applicant. 

2.  That  the  accident  does  not  arise  out  of  and  in  the 
course  of  the  employment,  if  it  is  caused  by  the  workman 
doing  something  entirely  for  his  own  purposes;  or 

.'{.  The  same  result  follows  when  the  workman  does 
something  which  is  no  part  of  his  duty  towards  his  em- 


(a)  Craske  vs.  WVgan,  100  L.  T.    8   (1909). 

(b)  Rowland  vs.  Wright,  24  T.  L.  R.    ^52   (1908). 
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Instances 
Where 

Liability  May 
or  May  Not 
Exist 


ployer,  and  which  he  has  no  reasonable  grounds  for  think- 
ing it  was  his  duty  to  do. 

4.  The  accident  may  arise  out  of  and  in  the  course  of 
the  employment,  if  the  act  which  occasioned  it,  although 
not  strictly  in  the  scope  of  the  workman's  employment,  is 
done  upon  an  emergency. 

5.  It  may  l)e  said  to  arise  out  of  the  employment  if, 
it  being  the  worknmn's  duty  to  do  the  act,  the  accident 
arises  from  his  doing  it  in  an  improper  manner. 

6.  It  may  arise  out  of  and  in  the  course  of  the  em- 
ployment, if  occurring  on  the  employer's  premises,  when 
the  workman  has  not  actually  commenced  his  work,  or 
after  he  has  finished. 

7.  It  may  arise  out  of  and  in  the  course  of  the  employ- 
ment, if,  the  workman's  duties  not  being  clearly  defined, 
he  may  reasonably  have  thought  it  a  duty  to  do  the  thing 
in  the  course  of  which  the  accident  occurred. 

8.  It  does  not  arise  out  of  and  in  the  course  of  the 
employment,  if  occasioned  by  the  willfully  tortious  act  of 
a  fellow-servant,  when  the  risk  of  such  an  act  cannot  be 
said  to  be  one  of  the  risks  incidental  to  the  service. 

9.  It  nmy  arise  out  of  and  in  the  course  of  the  employ- 
ment if,  though  occasioned  lortiously,  even  willfully,  by 
the  act  of  a  third  party,  the  risk  of  injury  from  such  acts 
is  found  to  be  one  of  the  risks  incidental  to  the  employ- 
ment, (a) 


v'a)    IliiejTR  Kmployers'  Liability    (f^th  ed.>,  p.  ^IX 
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Probably  the  most  extensive  and  indeed  startling  de-  "Personal 

Injury  by 

grees  of  liability  arise  from  the  construction  of  the  term  Accident" 
"personal  injury  by  accident."  This  language  is  identical 
with  that  contained  in  the  preceding  Act  of  1897,  Avhich 
had  resulted  in  many  conflicting  decisions.  This  was 
doubtless  due  in  part  to  the  fact  that  tlie  Courts  of  Appeal 
usually  supported  the  finding  of  an  arbitrator  as  to 
whether  a  particular  occurrence  was  or  was  not  an  acci- 
dent, this  on  the  ground  that  it  was  a  question  of  fact  and 
not  of  lair.  This  difficulty  was  removed  at  a  later  date 
by  a  decision  of  the  House  of  Lords  that  the  meaning  of 
"accident,"  when  applied  to  ascertained  facts,  was  a  ques- 
ti(m  of  law.^^) 

The  earlier  decisions  seem  likewise  inclined  to  hold 
that  it  must  be  shown  that  the  injury  for  which  compensa- 
tion was  asked  found  its  proximate  and  immediate  cause 
in  the  accidental  occurrence.  Thus  a  number  of  instances 
were  presented  in  which  strain  and  over-exertion  accel- 
erated pre-existing  diseases  or  was  merely  the  occasion  of 
disability.  Thus  we  find  in  these  earlier  cases  such  occur- 
rences as  these : 

A  bov  at  work  in  a  mine  is  frightened  bv  the  collierv 
cat.  He  deveh)ps  St.  Vitus'  Dance,  and  it  is  held  to  be  an 
accident.  A  mouse  runs  up  a  miner's  leg,  bites  him,  and 
blood  poisoning  ensues,  held  not  to  be  an  accident.  A 
workman,  in  the  ordinary  coui^se  of  his  duties,  lifts  a 
heavy  beam,  as  he  has  been  accustomed  to  doing,  and  in 
balancing  it  strains  the  muscles  of  his  back,  causing  dis- 


(a)   Fenton  vs.  Thorley  &  Co.  Ltd.,  10.  T.  U  II.  (JS4. 


198 


ACCIDENT   PUEVEXTION    AND   RELIEF 


Early  Difficul- 
ties of  Inter- 
pretation 


Authoritative 
Interpretation 
of   "Accident" 


abilitj^  held  to  be  an  accident,  (a)  A  workman  undertakes 
to  start  a  gas  engine  in  the  course  of  liis  emploj-meiit,  finds 
the  wheel  somewhat  hard  to  turn  owing  to  disuse,  and  in 
the  midst  of  his  exertions  vomits  blood  and  afterwards 
dies.  Medical  evidence  was  offered  to  show  that  death  was 
due  to  the  diseased  condition  of  the  man's  body  and  not 
to  the  strain,  and  while  the  court  held  the  death  to  be  due 
to  disease,  it  considered  it  to  be  accelerated  by  the  strain, 
but  refused  to  hold  the  occurrence  an  **accideiit."(b) 
Shortly  afterwards,  the  same  Court  of  Appeal  found  that 
a  worknmn  who  ruptured  himself  while  lifting  some  planks 
in  the  usual  course  of  his  employment,  suffered  an  injury 

"bv  accident''  in  the  meaning:  of  the  Act.(c) 

A  similar  case  was  at  length  presented  to  the  House  of 
Lords  for  final  decision,  (d)  A  workman,  in  turning  the 
wheel  of  a  machine  during  the  course  of  his  employment, 
over-exerted  and  ruptured  himself.  The  House  of  Lords 
held  that  the  word  "accident''  was  to  be  given  an  "ordinary 
and  coUoquial"  meaning  and  defined  it  as  an  "unlooked 
for  mishap  or  an  untoward  event  which  is  not  expected  or 
designed."  "It  means,"  said  one  of  the  Law  Lords,  "any 
unintended  or  unexpected  occurrence  which  produces  hurt 
or  loss."  "This  case,"  says  Judge  Reugg,  "is  authority  for 
the  proposition  that  an  accident  need  not  be  a  fortuitous 
occurrence  in  the  sense  that  if  the  true  facts  had  been 
known  it  was  a  natural  result  of  the  thing  done  or  at- 
tempted." (a) 

(a)  Boanlman   vs.  Scott   v^'  Whitworih,  1.  K.  B.  4'X 

(b)  Ilensoy  vs.  White,  1.    Q.  H.  4S1. 

(c>   Timmins  vs.  Leeds  Forge  Co.,  10  T.  L.  U.  r»21. 
(d)    Fenton  vs.  Thorley  &  Co.  Ltd.,  10  T.  L.  R.  (J^U. 
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111  1905,  a  workman  employed  in  sorting  wool  was  in- 
fected witli  anthrax  from  contact  with  the  sheep  hides. 
He  died  and  compensation  was  refnsed  in  tlie  lower  courts  inclusion  of 

infectious 

on  tlie  i^ronnd  tliat  his  death  was  dne  to  disease.     On  ?!^®^^®  f,? 

"  "Accident 

appeal  to  the  Honse  of  Lords,  tliis  infection  was  held  to 
be  **personal  injnrv  by  accident.'' ^^)  There  was  a  strcmg 
dissent  bv  a  minority  of  the  Law  Lords,  who  declared  that 
the  decision  involved  holdinjj  that  all  diseases  caught  bv 
workmen  in  the  conrse  of  their  employment  were  to  be  re- 
garded as  ^^iccidents."  Donbtless,  as  a  resnlt  of  this  de- 
cision, occupational  diseases  were  included  in  the  Act  of 
1906  by  specific  description,  but  the  case  remains  an  au- 
thority for  the  inclusion  of  infectious  and  possibly  con- 
tagious diseases  within  the  term  "accident." 

Hut  "accident"  was  logically  marching  to  a  still  more 
far-reaching  application.     In  March,  1910,  the  following 

Injury 

striking  case  was  presented  to  the  House  of  Lords:     A  Accelerating 

Diseased 

workman,  in  the  ordinarv  course  of  his  employment,  was  condition  iieid 

*       '  to  be  "Personal 

engaged   in   tightening  a   nut  with  a   wrench.     His  task  mj^ry  by 

'^    *^  *^  ^  Accident" 

admittedly  required  only  ordinary  exertion,  but  in  this 
instance  that  amount  of  exerticui  contributed  to  a  rupture 
of  the  aorta,  resulting  in  the  man's  death.  The  admitted 
facts  presented  in  the  higher  court  showed  the  man  to  be 
suffering  from  a  heart  affection  which  had  reached  such 
an  advanced  stage  that  any  slight  exertion  was  likely 
to  produce  a  rupture,  or  it  might  have  occurred  during 
the  man's  sleej).     The  county  judge  refused  compensation 


(a)    Kueg^r  Knipluyers'  TJaluIity,  Stii  ed.,  p.  .'{IS. 
(1))   nrintuns  Ltd.  vs.  Turve.v,  T.  L.  R.  444   (19(r»). 
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Dissentiner 
Opinlfins   of 
Law  Lords 


on  the  ground  tliat  death  was  due  to  disease  and  not  acci- 
dent. Tlie  Court  of  Appeals  sustained  the  finding.  The 
House  of  Lords,  despite  a  strong  dissenting  opinion,  held 
that  the  workman  had  died  from  personal  injurj'  by  acci- 
dent, within  the  meaning  of  the  Act. (a)  The  prevailing 
opinion  lays  down  a  principle  pregnant  with  extreme  lia- 
bility **that  an  accident  arises  out  of  the  employment  when 
the  required  exertion  producing  the  accident  is  too  great 
for  the  man  undertaking  the  work,  whatever  the  degree 
of  exertion  or  the  condition  of  health." 

The  conseciueiices  of  this  opinion  become  more  apparent 
from  reading  a  brief  extract  in  the  dissenting  opinions  of 
Lords  Atkinson  and  ShaAv : 

**The  death  of  the  deceased,"  says  the  former,  "so 
it  appears  to  me,  was  no  more  an  accident  than  if, 
had  he  been  a  butler,  he  died  walking  slowly  up  the 
stairs  in  the  house  in  which  he  served,  or,  had  he 
been  a  coachman,  he  died  while  slowly  mounting 
to  his  box.  It  may  be  possible  that  it  would  be  bet- 
ter in  the  interest  of  the  workmen  that  they  should 
be  entitled  to  compensation  for  all  injuries  which 
arise  out  of  and  in  the  course  of  their  employment 
however  caused,  though  it  is  far  from  clear,  since 
it  mi.<j;ht  result  in  depriving  of  (^nployment  all  Avho 
in  any  way  are  unsound  or  past  their  prime;  but 
while  the  Avord  *accidenf  remains  in  the  statute, 
force  and  meaning  must  l)e  given  to  it  in  construing 
the  statute,  and,  much  as  one  may  sympathize  with 
the  claimant,  I,  for  my  part,  was  unable  to  see  that 


(a)    Ilu-hos  vs.  Clover,  Clayton  &  Co.,  25  T.  L.  R.  700  (1909). 
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anything  which  was  not  normal  and  most  probable^ 
if  not  certain,  befell  the  deceased.'' 
Lord  Shaw  concludes  thus: 

"On  these  facts  I  am    of    the  opinion  that  this 
workman  did  die  of  heart  disease.     There  was  noth- 
ing unusual  or  abnormal    in    the  work,  no  strain 
more  than  the  ordinary  was  imposed  or  involved; 
no  occurrence  took  place  to  intercept  or  even  dis- 
turb the  work  or  the  workman ;  all  that  can  be  said 
is  that  being  at  work  and  diseased,  he  died.     His 
death  was  caused,  in  my  view,  not  by  any  injury 
bv  accident  but  simplv  bv  tlie  disease  under  which 
he  unhappily  suffered." 
Up  to  this  point  personal  injury  by  accident  had  at 
least  required  the  causing  or  occasioning  of  some  direct 
objective  injury  to  the  body.     Within  the  past  few  months, 
the  Court  of  Appeals  has  held  that  personal  injury  by  ac- 
cident may  result  from  mental  shock  or  fright  received  Mental  shock 
in  the  course  of  employment.     A  miner,  while  at  work,  Held  to  be 

"Accident" 

heard  an  outcry  from  an  adjacent  chamber.  Hurrying  to 
the  point,  lie  found  a  workman  partially  covered  by  a  fall 
of  rock,  unconscious,  severely  injured,  and  his  head 
covered  with  blood.  Tlie  rescuer  hurried  tlie  wounded 
man  to  the  surface,  where  he  died.  Subst^juently,  the 
rescuer  alleges  that  lie  was  so  afifected  by  the  appearance 
and  peril  of  his  fellow  employe  that  he  was  incapacitated 
from  further  employment,  and  this  occurrence  the  Court 
of  Appeals  held  to  be  personal  injury  by  accident,  (a) 


(a)   Yatos  vs.  South  Kirhy,  Folkestone  &  llan.swick  ('ollieries  Ltd.,  70 
L.  J.  K.  B.  1035   (July  1010). 


202 


ACCIDENT    PREVENTION   AND   RELIEF 


Summary  of 

Decided 

Principles 


From  these  decisions  it  becomes  apparent : 

1.  That  the  empU)yer  innst  pay  compensation  not  only 
for  disability  or  death,  of  which  injnry  received  in  the 
course  of  employment  may  be  the  direct  and  proximate 
cause,  but  for  disability  or  death  to  which  such  injury 
may  have  been  only  a  contributing  factor  or  a  remote  or 
indirect  cause  or  condition. 

2.  That  whatever  be  the  physical  condition  of  the 
workman,  the  employer  is  liable  for  any  disabling  effect 
produced  upon  him  by  the  normal  conditions  of  his  em- 
ployment and  for  death  resulting  from  pre-existing  disease, 
if  even  a  nornml  circumstance  of  employment  accelerates 
its  fatal  termination. 

3.  The  emph)yer  is  liable  for  infection  received  from 
materials  handled  in  the  course  of  employment,  exclusive 
of  the  special  provisions  for  occupational  diseases. 

4.  The  employer  is  lial>le  feu*  the  conseciueuces  of 
nervous  or  mental  shock  to  a  workman  when  arising  from 
the  cir(*umstances  of  his  employment. 

Subject  to  the  provisions  with  respect  to  industrial 
diseases,  the  employer  is  not  liable  for  disease  gradually 
contracted  in  the  course*  of  emph)yment,(a)  but  we  cannot 
more  than  conjecture  whether  he  would  be  liable  for  con- 
tagious disease  contractiMl  from  a  feHow  worker,  or  sudden 
sickness  arising  from  exposure  to  the  elements  under  the 
normal  conditions  of  his  employment,  even  though  such 
exposure  would  not  be  likely  to  harmfully  affect  a  nor- 
mally healthy  jierson.  Tlie  lial)ility  created  by  the  phrase 
"personal  injury  l)y  accident,"  while  vastly  greater  than 


(a)    Stool  vs.  Cammoll.  Laird  &  C...,  2  K.  B.  2^2. 

Hroderick  vs.  London  CV..    rouncil   (IIK)S).  2  K.   B.  SOT. 
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that  under  similar  language  at  the  common  law  or  by 
statute,  or  in  popular  acceptance  of  the  term,  is  as  yet 
incapable  of  definite  limitation.  Practically  it  covers 
much  disability  of  wliich  disease  and  not  accident  is  the 
actual  cause.  It  compreliends  many  contingencies,  such 
as  death  from  a  liglitning  stroke  suffered  by  a  bricklayer, 
^^Hhat  couhl  not  have  been  in  the  mind  of  the  most  ex- 
treme advocate  of  compensatory  relief,  and  is  still  capable 
of  indefinite  extension. 

*^Serious  and  willful  misconduct"  on  the  part  of  the  in-  "serioua  and 

winfui 
jured  person  bars  recovery  of  compensation  only  when  the  Misconducr 

injury  **does  not  result  in  serious  and  permanent  disability 
or  death.'"  The  workman's  right  of  recovery  is  therefore 
in  inverse  proportion  to  his  care  for  himself  and  others. 
Suicide  would  doubtless  bar  recovery,  as  it  would  neither 
be  an  "accident,"  nor  could  it  probably  be  said  to  "arise 
(mt  of  and  in  the  course  of  employment,''  but  short  of  self- 
destruction,  no  act  of  the  workman  prevents  compensation 
if  resulting  injury  causes  death  or  permanent  disability. 
This  limitation  upon  liability  nuiy  therefore  be  urginl  as  a 
defense  only  to  claims  based  upon  tcmporari/  disability. 
Even  in  these  cases  it  has  been  pointed  out  that  the  mis- 
conduct, to  bar  ccnnpensation,  has  been  defined  in  con- 
junctive and  not  alternative  form.  It  must  be  both  serious 
and  willful. 

In  the  judgment  of  the  House  of  Lords  whether  or  not 
misconduct  is  "serious"  is  to  be  determined  from  its  nature 
and  not  from  its  conse(|uences.^*^^     Thus  if  a  pers^m  be 


(a)   Androw   vs.   Fnllwortli   Industrial   Soc.  2  K.   R.  32. 

(h)   Johnson  vs.  Marshall.  Sons  &  Co.  Ltd.,  22  T.  L.  R.  50."). 
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seriously  injured  through  disobedience  of  a  trivial  rule, 
the  misconduct  will  not  be  deemed  *'serious''  although  its 
consequences  to  the  injured  person  are  serious.  Thus  the 
courts  have  refused  to  hold  that  it  was  **serious  miscon- 
duct" to  use  appliances  or  property  forbidden  by  the  em- 
ployer or  even  that  every  breach  of  a  statutory  duty  was 
''serious  niisronduct/'^*)  The  courts  have,  however, 
shown  a  strong  inclination  in  considering  a  charge  of 
serious  misconduct  to  regard  the  effect  of  the  injured  per- 
son's action  in  exposing  others  to  peril.  But  under  the 
limited  power  which  the  court  possesses  to  penalize  mis- 
conduct, however  it  may  expose  others  to  death  or  injury, 
it  can  but  slightly  discourage  reckless  action. ^^^ 

The  most  serious  instances  of  the  effect  of  this  pro- 
vision never  reach  a  public  record,  for  the  more  serious  the 
consequences  of  misconduct  to  the  injured  individual,  the 
more  certain  becomes  his  compensation.  If  a  boiler  was  ex- 
ploded through  the  criminal  carelessness  of  an  intoxicated 
engineer  or  fireman,  it  might  demolish  the  plant,  bring 
ruin  as  Avell  as  death  to  the  employer,  fatal  or  serious  in- 
jury to  many  employes,  but  the  cause  of  the  catastrophe, 
if  disabled  for  life  or  killed,  Avould  find  himself  or  his  de- 
pendents a  preferred  creditor  against  the  employer's  es' 
tate,  and  his  claim  would  be  on  the  same  footing  with  that 
of  his  fellow  Avorkmen  to  whom  he  had  l>ronglit  death  or 
injury.  Xo  sound  system  of  law  can  alTord  to  tolerate, 
much  less  enconrage,  personal  recklessness,  nor  can  it  be 
either  just  or  even  decent  to  make  an  individual  liable 
for  the  consequences  of  that  misconduct  in  another  which 


(a>   Johnson  vs.  Marshall.  Son«  &  C...    Ltd..  '2'2.  T.  L.  R.  r.iV,  (1000). 
Also,   (ieorse   vs.   (Jlas^jow   Coal   C«»..   IT)  T.   L.   U.  57    (11K)0). 

(b)    Bist  vs.  London  v^  S.  W.  U.  U.  Co..  A.  C.  200. 
Brooker  vs.  Warren,  TA  T.   L.  R.  201. 
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no  huuiaii  effort  can  avoid.  It  is  not  only  a  principle  ab- 
horrent to  justice  and  morality,  but  from  the  mere  stand- 
point of  expediency,  it  defeats  one  of  the  primary  pur- 
poses of  all  compensatory  legishition — the  lessening  of 
the  number  and  degree  of  accidents.  It  illustrates  as 
powerfully  as  anj^  single  circumstance  can  how  insistently 
the  English  legislation  strives  to  nmke  some  one  person- 
ally liable  for  every  injury  received  at  work,  and  how  little 
effort  is  made  to  avert  the  consequences  it  would  alleviate. 

The  Act  of  1906  includes  certain  industrial  diseases  compensation 

for  Industrial 

arising  out  of  employment  and  provides,  where  they  occur,  Disease 
that  they  are  to  be  legally  considered  in  accordance  with 
their  effect,  as  i)ersonal  injury,  or  death,  caused  by  ac- 
cident. Six  diseases  were  specified  in  the  Act,  and  the 
Secretary  of  State  was  given  wide  power  to  make  orders, 
adding  other  diseases  to  those  enumerated.  Under  this 
power  he  has  added  eighteen  to  the  first  six,  making  twenty- 
four  occupational  diseases  for  which  compensation  may  be 
had.<a) 

To  claim  compensation  under  these  provisions,  the  dis- 
ease must : 

1.  Be  one  named  in  the  A(*t  or  subsequent  orders  of 
the  Sec*retary  of  State. 

2.  The  workman  must  have  been  suspended  from  his 
work  on  account  of  having  contracted  such  disease,  under 
special  regulations  which  have  been  provided;  or 

3.  It  must  be  certified  by  a  physician  appointed  for 
the  district  in  which  he  is  employed  that  he  suffers  from 
one  of  the  enumerated  occui)ational  diseases,  which  dis- 
ables him  from  earning  full  wages;  or 


(a)    Statutory  Uulos  &  Orders  1007.    No.  407. 
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4.  In  case  of  death,  it  must  be  shown  that  it  was  causeil 
by  such  disease. ^*> 

It  should  also  be  noticed  as  a  contributing  element 
to  the  uncertaintj'  of  liability  that  while  there  is  a  limit 
of  time,  subject  to  extension  within  the  discretion  of  the 
arbitrator,  within  which  notice  of  accident  must  be  given 
and  claim  for  compensation  made,  there  is  no  limit  of 
time  within  which  proceedings  to  establish  a  claim  for 
compensation  must  be  brought.  The  workman  having  as- 
serted his  claim  may  attempt  to  enforce  it  whenever  he 
pleases. 

The  administration  of  the  Act  presents  some  admirable 
features.  Employer  and  employe  are  left  in  the  first  in- 
stance to  apply  its  terms  to  themselves.  T'ntil  they  have 
failed  to  do  so,  there  is  no  dispute  of  which  a  court  can 
take  notice.  Even  then  it  cannot  do  so  as  a  court,  but 
only  as  a  tribunal  of  arbitration.  The  parties  are  free  to 
select  their  own  arbitrator,  but  as  a  matter  of  practice, 
substantially  all  arbitrations  are  had  in  the  county  courts, 
and  the  promptness  and  dispatch  with  which  claims  are 
adjusted  present  an  enviable  example  of  the  very  high 
character  of  British  judicial  efficiency. 

Under  a  practice  which  has  be(*onie  an  established  cus- 
tom in  the  supervision  of  lump  sum  payments,  county 
court  judges  have  become  the  trustees  of  large  sums  paid 
into  their  courts  for  the  benefit  of  dependents.  To  pro- 
tect the  interest  of  minor  children  and  prevent  the  dis- 
sipation by  parents  or  guardians  of  money  awarded  partly 
for  their  benefit,  county  court  judges  exercise  a  wide  dis- 
cretion in  supervising  the  exj>eiuUture  of  lump  sum  pay- 
ments.    While  the  control  of  these  funds  by  the  courts  is 

(a)    RuegR  Emnloyors'  Liability,  8th  ed.,  p.  .330. 
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a  protection  against  their  dissipation,  it  nevertlieless  il- 
lustrates the  undesirability  of  permitting  lump  sum  pay- 
ments instead  of  fixed  instalments,  variable  onlv  under 
unusual  circumstances,  for  the  ascertainment  of  which 
due  provision  is  readily  made. 

The  execution  of  the  Act  is  supposed  to  be  aided  by  a 
number  of  sui)plementary  rules  and  forms,  mucli  more 
complex  than  seem  desirable.  Mr.  Thomas  Beven,  Avhose 
work  on  ^'Negligence'-  has  been  a  standard  authority  at 
the  English  bar  for  many  years,  criticizes  this  feature  of 
the  legislation  in  the  following  language: 

**The  Workmen's  Compensation  Act  was  at  first  supplementary 
intended  to  be  so  simple  that  a  Avorkman,  without  criticized 
aid  or  counsel  or  solicitor,  should  be  able  to  get  the 
advantage  it  gives  him  fi't)m  his  employer.  To 
work  out  this  object,  a  power  to  make  rules  is  given 
to  a  body  of  counts'  court  judges.  Their  first  effort 
in  simplifying  produces  85  rules,  some  of  which 
meander  through  pages  of  print,  and  are  made,  if 
it  were  possible,  more  intolerable  by  67  forms  at- 
tached to  them  by  way  of  appendix.  Then,  within 
a  twelve-month,  pages  more  of  rules  and  forms  are 
produced.  The  Treasury  joins  in  showering  its 
benefit  of  rules  on  the  workman,  and  so  does  the 
Home  Secretary,  and  so  do  Treasury  and  Home 
Secretary  jointly,  and  so  does  the  Registrar  of 
Friendlv  Societies,  "(a) 

The  administrative  features  of  the  Act,  particularly 
its  provisions  for  arbitration,  are  full  of  instructive  sug- 

(a)    neven  on  Workmen's  (Compensation,  4th  ed..  Preface  XIII. 
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gestion,  but  the  liabilities  wiiieh  it  creates  go  far  beyond 
Summary  the  legal  disabilities  which  it  souglit  to  remove.     Techiii- 

of  Chapter 

cally,  its  language  suffers  from  tlie  uncured  defects  ap- 
parent in  the  Act  of  1897,  for,  in  the  words  of  the  Law 
Lords,  the  Act  *'does  not  seem  to  have  had  the  benefit  of 
careful  revision/' (a)  But  what  is  far  more  serious  than 
verbal  deficiencies,  it  betrays,  as  we  have  seen,  elements 
of  grave  injustice.  It  fails  to  provide  a  single  liability, 
holding  in  the  background  the  speculative  threat  of  pro- 
ceedings at  the  common  law  or  by  statute.  It  covers  in- 
validity whilst  aimed  at  accident.  The  obligations  it 
creates  are  vast  but  indefinite,  certain  only  in  the  gravity 
of  their  burden  and  the  surety  of  their  capacity  for  in- 
determinate extension.  It  is  axiomatic  that  want  of  cer- 
tainty as  to  the  nature  and  extent  of  the  liability  it  creates 
is  the  most  serious  and  costly  defect  of  any  legislation. 
It  weighs  more  heavily  than  higli  but  definite  obligation, 
for  the  greater  the  uncertainty  of  statutory  duty,  the  more 
rapidly  do  insurance  premiums  rise  to  cover  the  contin- 
gencies of  its  future  interpretation  and  expansion. 

(a)   Fonton  vs.  Tliorley  &  Co.  Ltd.,  A.  C.  448. 
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CHAPTER  XI 

British  Compensation  Statistics.    The  Neglect  to 

Record  the  Operation  of  the   Earlier  Acts 

Incompletely    Remedied    by    Partial 

Information  Required  Concerning 

THE  Act  of  1906 

We  turn  from  consideration  of  the  chief  provisions  of 
the  Compensation  Act  eager  to  learn  the  effect  of  their 
application.  We  have  observed  that  in  Germany  and  gen- 
erally throughout  Europe,  each  step  in  the  course  of  legis- 
lation proceeds  from  carefully  compiled  information  which 
is  being  continually  renewed.  The  Briton  began  by  avow-, 
edly  experimenting  with  unfamiliar  principles.  Let  us 
notice  the  provision  made  for  observing  the  manner  in 
which  the  experiment  worked,  the  qualitj^  of  the  data 
gathered,  the  extent  of  the  field  which  it  covered  and  the 
light  which  it  throws  upon  the  operation  of  these  prin- 
ciples. 

In  1908  the  British  Home  Office  thus  comments  upon  "Home  otnce" 
the  existing  record  of  ten  years  of  compensation  experi-  ©n  statistics 

Act  of  1897 

ence: 

**The  ten  volumes  of  statistics  issued  under  the 
earlier  acts  of  1897  and  1900  had  reference  to  only 
the  seven  groups  of  industries  to  which  these  acts 
applied,  and  to  causes  of  injury  or  accident  occur- 
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ring  in  these  industries;  and  the  information  given 
was,  in  the  absence  of  any  way  of  requiring  returns 
from  employers,  limited  to  such  information  as  to 
the  administration  of  the  Act  as  could  be  obtained 
from  the  countv  courts."^*) 
This  statistical  fragment  was  then  the  only  record  of 
the  operation  of  the  Act  of  1897  in  the  possession  of  the 
Government,  beyond  the  report  of  the  Departmental  Com- 
mittee of  1904,  yet  there  is  little  evidence  that  the  con- 
clusions and  recommendations  of  the  committee  exercised 
much  influence  on  the  provisions  of  the  Act  of  1906. 
Against  its  recommendations  the  waiting  period,  during 
which  compensation  was  not  paid,  was  reduced  from  two 
weeks  to  one,  with  corresponding  increase  of  liability,  and 
the  maimed  and  elderly  were  left  to  struggle  for  employ- 
ment under  distressing  conditions,  which  the  committee 
pointed  out  and  without  the  mitigating  remedies  it  ad- 
,vised.  Against  the  strongly  expressed  opinions  of  the 
committee,  new  liabilities  of  an  indefinite  nature  were 
added  to  anomalies  and  vague  obligations  which  were 
criticized.  Even  the  complete  failure  to  make  any  pro- 
vision for  compiling  information  of  the  operation  of  the 
Act  remained  uncorrected  until  1907,  when  the  defect  was 
for  the  first  time  partially  but  incompletely  remedied. 
As  the  Home  Office  report  of  1908  admits,  prior  to  that 
year  there  was  no  record  of  even  the  cases  in  which  com- 
pensation was  paid,  teyond  that  small  number,  estimated 
between  some  six  and  seven  per  cent  of  the  whole,  which 
became,  during  the  course  of  a  year,  the  subject  matter 
of  litigation.    Of  the  93  or  94  i)er  cent  in  which  an  award 


(a)   Statistics  of  Compensation,   etc.,   during  1000    (Home   Office)    cd. 
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was  agreed  upon  by  the  parties  concerned,  there  is  no  re- 
port. Tlie  number  and  character  of  such  cases  is  only  to 
be  conjectured  from  individual  estimates  based  upon  the 
incomplete  records  of  the  insurance  companies;  their  num- 
ber can  merely  be  guessed  at,  their  storj'  is  lost.  From 
1897  to  1908  all  that  one  would  seek  to  know  concerning 
the  consequences  of  a  great  piece  of  social  legislation  must 
be  gathered  from  indiscriminate  private  sources.  No  pub- 
lic record  exists  from  which  can  be  gleaned  the  pecuniary 
burden  placed  upon  general  or  specific  employments,  the 
proportionate  cost  of  insurance  to  compensation  paid,  the 
ratio  of  injuiy  in  the  industries  affected,  or  any  of  those 
essential  circumstances  which  could  give  knowledge  of 
how  the  experiment  worked.  The  possession  of  such  data, 
their  comjulation,  analysis  and  study  would  alone  seem  to 
have  provided  a  guide  to  the  further  extension  of  tentative 
legislation,  lint  no  such  statistics  were  had  during  ten 
yeai*s;  although  the  defect  was  pointed  out  no  attempt 
was  made  to  remedy  the  condition.     The  Act  of  1906  can 

therefore  be  said  to  have  extended  its  ])rinciples  to  prac- 
tically all  emj)loyments,  without  detailed  knowledge  of  the 

effects  which  had  been  produced  within  the  prior  area  of 
their  activitv. 

The  new  measure,  however,  offered  evidence  of  a  public 

Provision  for 

recognition  of  the  statistical  deficiencies  we  have  noticed,  compiling 

.    ,  Information 

It  contained  a  i)rovision  requiring  employers  "to  make  re-  Respecting 
turns  as  to  the  number  of  injuries  in  respect  to  which 
compensation  was  i)aid,  the  amount  of  compensation  and 
such  other  particulars  as  the  S(K*retary  of  State  may  by 
order  direct.'' ^^^  Thus  an  opportunity  was  afforded  for  the 
accumulation  of  complete  detailed  information.     Rut  the 

(a)   S*T.  12. 


214 


ACCIDENT   PREVENTION    AND   RELIEF 


Information 
Required  Only 
from    Limited 
Number  of 
Industries 


Secretary  of  State,  despite  the  fact  that  the  new  legisla- 
tion covered  practically  every  employment  in  Great 
Britain,  confined,  and  continnes  to  confine,  requirement 
and  request  for  information  to  seven  groups  of  industries, 
namely:  Mines,  quarries,  factories,  harbors,  docks,  con- 
structional work  and  shipping,  excluding  from  the  last 
sailing  vessels  in  the  sea-fishing  service,  and  from  "con- 
structional work,"  the  whole  field  of  activities  included  in 
the  erection,  repair  and  demolition  of  buildings.  This  de- 
liberate rejection  of  information  is  explained  by  the  state- 
ment that  the  industries  enumerated  bv  their  concentrated 
character,  "afforded  the  possibility  of  obtaining  returns 
sufficiently  complete  and  accurate  to  l)e  of  value."  ^^^ 

The  acts  of  1897  and  1900  applied  only  to  railways, 
factories,  mines,  quarries,  engineering  work,  building 
and  agriculture.  A  comparison  of  the  industries  included 
in  the  order  of  the  Secretary  of  State  with  those  to  which 
the  former  legislation  applied,  makes  it  apparent  that  in 
five  groups  of  employment  an  attempt  is  being  made  to 
gather  information  equally  obtainable,  and  if  anything 
more  valuable  than  during  the  ten  years  which  had  passed. 
The  returns  required  do  not  cover  all  the  industries  af- 
fected by  the  old  legislation  much  less  the  new.  Nothing 
is  asked  from  the  building  industries,  or  agriculture,  in- 
land transportation,  including  street  railways,  omnibus, 
cab  or  motor  service,  all  forms  of  domestic  and  clerical 

service,  and  a  variety  of  smaller  employments  to  which 
the  law  was  extended. 

Insurance  companies  estimate  from  the  British  census 
of  1901  and  later  calculations,  that  not  less  than  13,000,- 
000   pers(3ns   are   included   witliin   the  provisions  of   the 

(a)    Statistics  of  Compensation  during  1008.    Introduction  p.  3. 
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Act  of  1906.     The  Departmental  Committee,  in  the  course  Estimate  of 
of  its  report,  estimated  the  number  of  persons  within  the  Persons 
terms  of  the  Acts  of  1897  and  1900  at  7,250,000.     It  is  AcrofiJi^ 
therefore  obvious  that  if  comjjlete  returns  were  received 
from  the  industries  selected,  but  little  more  than  60  per 
cent  of  the  operation  of  the  Act  is  presented. 

Let  us  now  examine  the  nature  and  extent  of  the  in- 
formation received  bv  the  British  Home  Office  and  issued 
for  the  years  1908  and  1909  as  "Statistics  of  Compensa- 
tion and  Proceedings  under  the  Workman's  Compensation 
Act  of  1906." (a) 

The  Compensation  Act  of  1906  did  not  become  effective 
until  Julv  1907.  We  are  therefore  to  receive  the  dis- 
closures  of  the  first  two  years  of  its  operation.  The  report 
of  the  second  year  is  expected  to  cover  deficiencies  and 
difficulties  officially  recognized  to  attach  to  the  returns 
of  the  first  year.  It  may  therefore  be  assumed  to  represent 
the  most  complete  information  we  can  expect. 

Table  1  summarizes  the  comparative  statistics  of  summary  of 
compensation  supplied  by  the  Home  Office  for  the  years  ^crof^isoe' 
1908  and  1909.     We  must  form  some  estimate  as  to  their  During  Years 

1968  and  1909 

character  and  completeness  before  we  proceed  to  use  their 
contents  as  the  basis  of  subsequent  conclusions. 

The  report  informs  us  that  the  Secretary  of  State, 
under  the  powers  conferred  upon  him  by  the  Act  of  1906, 
has  required  limited  statistics  of  compensation  from  the 
seven  groups  of  industries  heretofore  enumerated,  to- 
gether with  general  statistics,  '^similar  to  those  given  in 
previcms  years  iu  regard  to  the  administration  (b)  of  the 
Act.  Tlie  statistics  of  administration  are  therefore  con- 
fined  to    the   number   and    character   of   litigated    cases 

TaTcd.  4S04.  CM.  .'asi;. 

(b)    StatisticK  CompensatiDn  during  11X)S.    Introduction  p.  3. 
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under  the  Act,  the  eomnioii  law  and  the  eniploj^ers'  liability 
statutes. 

The  particulars  required  from  the  seven  groups  of  in-  information 
dustries  are :  from*'^"^ 

A.  The  number  of  fatal  accidents  in  which  compensa-  ujJ^er^Act^isoG 
tion  was  ])aid  dnrin«j:  tlie  year,  and  the  amount,  distin- 
guisliing   cases    where   persons   wholly    dependent,    cases 

where  persons  i)artly  dependent  and  cases  where  no  de 
pendents  were  left. 

B.  The  number  of  disablement  cases  in  which  compen- 
sation was  paid,  distinjijuishing  (*ases  (*ontinued  from  pre- 
vious years  and  cases  in  which  the  payment  was  made 
during  the  year. 

r.  The  duration  of  the  compensation  in  disablement 
cases. 

1).  The  settlements  of  disablement  cases  by  lump  sum 
payments.  ^^) 

Separate  information  was  also  asked  concerning  the 
number  and  nature  of  cases  of  industrial  disease,  and  the 
amount  of  compensation  paid  therein. 

The  nature  of  these  interrogatories  precludes  data  information 
respecting  the  comparative  quantity,  character  and  cost 
of  insurance  carried,  the  medical  and  legal  expense  con- 
nected with  the  adjustment  of  claims,  the  causes  of  acci- 
dent and  its  comparative  distribution,  or  other  facts  enab- 
ling a  substantial  calculation  of  the  pecuniary  burden  of 
the  Act  to  be  made. 

Unsatisfactory  as  is  the  nature  of  the  information 
elicited,  it  is,  l)y  tlie  intnnsic  evid(*nce  of  the  report  itself, 
incomplete  within  its  own  limitations.  The  report  for 
1908,  alluding  to  the  collective  returns  of  compensation 

(i)    StatisticR  Cnmpensntion  durinj?  IfKJ.S,  p.  4. 
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evident 

ncoxnpleteness 
»f  British 
statistics  of 
Compensation 


declares:  "Of  the  whole  of  the  industries  covered  by  the 

order,  they  account  for  69  per  cent  of  the  fatal  cases,  and 

71.10  per  cent  of  the  compensation;  73  per  cent  of  the 

disablement  cases  and  74.10  per  cent  of  the  compensa- 
tion.'^(a) 

Respecting  the  same  condition  the  report  for  1909  does 
not  show  a  marked  improvement.  It  accounts,  within 
the  same  gi'oups  of  employments,  for :  "73  per  cent  of  the 
fatal  cases  and  73.5  per  cent  of  the  compensation;  73.7 
per  cent  of  the  disablement  cases  and  75.8  per  cent  of  the 
compensation.-'^^) 

Having  deliberately  narrowed  their  investigation  to 
60  per  cent  of  the  employments  affected  by  the  Act,  the 
returns  of  the  Home  Office  are,  within  this  circumscribed 
field,  from  25.90  per  cent  to  31  per  cent  incomplete  for 
the  year  1908  and  from  24.02  per  cent  to  27  per  cent 
incomplete  for  tlie  year  1909.  It  is  not,  therefore,  un- 
fair to  say  that  the  statistics  of  the  Britisli  Home  Of- 
fice account  for  less  tlian  50  per  cent  of  the  complete 
operation  of  the  Act.  It  is  undoubtedly  true  that  within 
one  or  more  of  the  seven  general  groups  of  industries 
covered,  the  returns  in  single  sub-divisions  are  probably 
90  per  cent  complete,  but  the  substantial  completeness 
of  the  informaticni  respecting  a  fractional  division  of  a 
single  industrj'  does  not,  and  cannot  cure  inadequate 
general  statements,  and,  in  many  cases,  the  complete 
absence  of  information  respecting  a  whole  employment. 

Upon  these  insufficient  returns  the  cost  of  compensa- 
tion to  the  seven  groups  of  industries,  individually  and 
collectively,  is  calculated  and  assoi-ted  upon  a  principle 
of  estimate  as  erroneous  as  its  basic  data  are  incomplete. 


(a)  Statistics  Conipensation  dnrin?  llhls.  p.  4. 

(b)  Statistics  Compensation   during  li>00,  p.  4. 
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The  statistician  of  the  Home  Office  divides  the  total  amount  Erroneous 

Computation 

of  compensation  reported  to  have  been  paid  in  anj-  single  of  cost  of 

,  Compensation 

industry,  or  in  all,  by  the  total  number  of  persons  re- 
ported to  have  been  employed  therein,  and  concludes  that 
he  has  arrived  at  the  cost  of  the  legislation  for  each  per- 
son employed  under  it.^*)  There  is  indication,  however, 
that  in  some  instances  the  number  of  persons  employed 
is  figured  from  sources  other  than  the  returns,  which 
would  add  further  errors  of  fact  to  those  of  process.  But 
quite  apart  from  sucli  irregularities  it  must  be  evident 
that  the  pecuniary  burden  of  the  law  to  any  particular 
industry,  or  to  all  employments,  is  to  be  estimated  not 
by  the  total  sum  paid  in  compensation  claims,  nor  by 
the  amount  which  that  represents  for  each  individual 
employed,  but  by  the  total  amount  of  premiums  paid  for 
the  insurance  of  all  workmen  in  a  given  service,  or  the 
risk  carried  by  the  individual  who  does  not  insure  his 
liability  expressed  in  the  insurance  term  for  that  risk. 

The  truth  of  this  becomes  clearer  if  we  recall  that  it  is  Fauacy 

of  Method 

a  frequent  complaint  against  our  own  system,  that  under  illustrated 
it  only  40  per  cent  or  50  per  cent  of  the  premiums  paid  Experience 
by  the  employer  to  insure  his  liability  reaches  the  injured 
workman.  It  must  therefore  be  obvious  that  any  calculation 
of  the  cost  of  employers'  liability  insurance  in  the  United 
States,  based  upon  the  amounts  paid  to  the  injured  per- 
son, would  fall  short  of  the  fact  by  the  difference  be- 
tween the  premiums  paid  to  the  underwriter  and  the 
amount  which  he  expended  in  the  settlement  of  claims. 
It  would  be  equally  fallacious  to  figure  the  cost  of  insur- 
ance per  employe  by  dividing  tlie  amount  paid  in  claims 
by  the  number  of  persons  employed  in  the  industry  in 


(a)    Statistics  romponsation  during:  10(H>,  p.  4. 
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Burden  of 
the  Act 
Displayed 
In  British 
Statistics 


Discrepancies 
in  Factory 
Accidents 


which  the  claim  was  paid.  It  must  be  tlierefore  evident 
that  the  conclusions  reached  in  the  British  reports,  re- 
specting the  pecuniary  Imrden  of  the  Act,  are  based  upon 
an  uttiTly  erroneous  jirincijile  of  calculation. 

Taken  upon  their  face  value,  the  returns  compile<l  in 
Table  1  suggest  somewhat  startling  conclusions  as  to 
the  probable  extent  and  nature  of  the  real  pecuniary- 
burden  created  by  the  Act.  The  figures  for  1908  are 
based  uiK)n  returns  covering  7,500,000  employes,  showing 
compensation  to  have  been  paid  in  a  total  of  328,957 
cases,  or,  on  the  face  of  the  returns,  one  case  of  compen- 
sation for  substantiallv  everv  twentv-two  emploves.  For 
1909  the  same  groui)s  of  industries  show  compensation 
to  have  been  paid  in  335,953  instances  with  hut  ()/)00,000 
employes,  or  one  payment  for  everj'  19  employes 
reported.  With  1,000,000  less  employes,  the  second  year 
of  the  operation  of  the  Act  shows  0,990  additional  cases 
of  compensation. 

We  are  further  informed  that  in  the  factory  indus- 
tries in  1909  there  were  744  instances  in  which  compen- 
sation was  paid  in  fatal  cases  and  123,134  disablement 
cases.  For  the  same  year  but  700  fatal  cases  were  re- 
ported under  the  Factory  Act.  In  the  (Compensation 
Report  itself  it  declared,  with  respect  to  the  factories: 
"On  a  rough  estimate  the  number  of  reported  accidents 
which  disabled  for  more  than  seven  days  would  seem  not 
to  have  exceeded  100,000.''^a) 

Yet  compensation  was  i)aid  in  23,134  instances  in 
excess  of  the  estimate  I  These  discre[)ancies  are  explained 
in  the  i-eport  by  the  statement  that  the  compensation 
returns  covered  a  ''somewhat  wider  field  than  the  returns 


(a)    Statistios  r<uniM'nsation  durini;  liKIO.   p.   7. 
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under  the  Factory  Act,  the  latter  relating  only  to  em- 
ployment in  the  factory,  while  for  the  purpose  of  com- 
pensation returns  all  persons  engaged  by  the  employer 
in  connection  with  the  industry  carried  on  in  the  factory, 
^outside'  as  well  as  inside  hands  would  be  included."^*) 

This  plausible  explanation  must  face  its  own  figures 
respecting  "outside  employes,"  who  are  enumerated  at 
283,038.^^)  Therefore,  to  accept  tlie  explantion  offered  for 
the  discrepancy  between  the  excess  of  compensation 
awarded  over  accidents  reported  or  estimated,  we  must 
assume  at  least  one  in  eleven  of  the  "outside"  employes 
not  only  to  have  been  injured,  but  disabled  for  at  least 
seven  days!  While  of  no  great  importance  in  itself,  the 
incident  illustrates  the  dissatisfaction  attendant  upon  a 
perusal  of  the  report. 

Not  only  with  respect  to  accidents,  but  also  to  indus-  Marked 
trial  disease  there  exists  the  same  evidence  of  an  increas-  ^"^^^^'sf  **» 

Occupational 

ing  number  of  compensation  cases  accompanying  a  de-  i>isease 
creasing  number  of  employes.    The  report  for  1908  gives 
2,286  cases  of  occupational  disease  for  which  compensa- 
tion was  paid;^<^)  1909  sliows  3,346  cases,  an  increase  of 

1,060  cases  in  which  compensation  was  paid.^^) 

Accepted  ui)()n  their  face  value,  the  returns  would 
indicate  that  injury  and  compensation  were  practically 
ecpiivalent  terms.  If  compensation  payments  thus  in- 
crease as  employment  decreases  one  must  become  lost  in 
a  maze  of  speculation  as  to  the  proportion  which  will  be 
shown  with  increasing  employment. 

The  record  of  judicial  arbitration  under  the  Act, 
Table  2,  presents  most  interesting  features.  Of  328,957 
cases  in  which  compensation  was  paid  in  1908,  but  5,358 

(a)  Statistics  Compensation  during  1000,  p.  7. 

(b)  Statistics  Compensation  during  IIMIO,   p.  S. 
(c>  Statistics  Compensation  during  lOOS,  p.  12. 
(d)  Statistics  Compensation  during  1901>,  p.     1. 
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TABLE  2 
OPERATION  OF  THE  ACT  OF  1906. 

STATISTICS      OF      COMPENSATION      BRITISH      HOME      OFFICE 

REPORTS. 

COMPENSATION     CASES     ARBITRATED     IN     COUNTY     COURTS, 

1908.-9. 

Employments                                                                     1909  1908 

Professional    Employments    29  19 

Commercial    Occupations    12  19 

Shop  Assistants  118  121 

Domestic  Servants  432  368 

Seamen   359  326 

Fishermen 19  17 

Agriculture    265  284 

Building    637  543 

Factories    and    Workshops    1,820  1,440 

Docks,   Wharves   and    Quays    315  275 

Mines    1,255  1,057 

Quarries    87  S6 

Constructional  Work    (excluding  Building)    177  129 

Railways    176  250 

Inland  Transport  ly  Road 379  362 

Inland    Transport    by   Water 48  29 

Miscellaneous    60  53 

Total    6,188  6,35g 
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i\'ere  taken  into  court,  and  of  these  1,563  were  withdrawn  Litigration 

under  Act  of 

or  settled.  Of  335,953  cases  in  which  compensation  was  i906 
paid  in  1909,  but  6,188  were  taken  into  court,  and  of  these 
1,789  were  withdrawn  or  settled  out  of  court.  For  1909 
"it  appears  that  the  number  of  claims  to  compensation 
which  have  been  settled  judicially  is  less  than  one  to  five 
in  fatal  cases,  and  less  than  one  to  two  hundred  in  cases 
of  disablement."^*) 

It  is  apparent  that  during  both  1908  and  1909  more 
than  one-third  of  all  the  cases  taken  into  court  came  from 
employments  which  are  not  covered  by  the  returns  of  the 
Home  Office,  a  circumstance  affording  further  evidence 
of  the  great  number  of  cases  and  circumstances  of  com- 
I»ensation  which  are  officially  overlooked. 

It  is  very  interesting  to  observe  that  the  proportion  Proportion  of 
of  cases  in  which  the  applicant  for  compensation  was  compensation 
successful  in  proceedings  in  court  was  79  per  cent  in  1909,  claims— 

*  '^  '  '   Decrease  in 

82  per  cent  in  1908  and  84  per  cent  in  1907.  From  L^irai  Actions 
various  other  features  of  the  Act  which  we  have  hereto- 
fore considerd,  it  becomes  impossible  to  conclude  whether 
tlie  tremendous  percentage  of  compensation  claims  ad- 
justed out  of  court  are  due  in  any  great  measure  to  its 
essential  equity,  or  to  the  prudence  of  the  employer  who 
refuses,  by  contest,  to  add  the  further  costs  of  a  hopeless 
defense  to  the  substantial  certainty  of  an  award.  That 
workmen  are  content  to  accept  the  certainties  of  the  Com- 
pensation Act  as  against  tlie  speculative  possibilities  of 
recovery  under  the  Employers'  Liability  Act,  seems  evi- 
dent from  the  fact  that  in  1909  there  were  but  204  actions 
brought  under  that  statute  as  against  260  for  1908,  343 
for  1007,  and  47()  for  1900.  (l» 

(n)    Statistic*    f'onipensntion    during   1!M)!).    p.    .3. 
(b)    Statistics   Compensation   during   1909,   p.   IG. 
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British 

Compensation 

Statistics 


The  continuous  neglect,  almost  refusal,  to  collect 
accessible  and  essential  information  respecting  the  Com- 
pensation Acts  is  an  English  political  conundrum.  Even 
the  smaller  Continental  States  studied  their  limited  ap- 
plication of  these  princii)les  with  painstaking  earnestness 
and  care.  But  here  is  the  puzzling  spectacle  of  a  nation 
in  the  "foremost  files  of  time,"  proverbially  suspicious  of 
legal  innovation,  introducing  into  her  ancient  system 
principles  alien  to  her  traditions  and  professedly  giving 
them  trial,  yet  making  no  serious  provision  to  observe 
the  result  of  her  bold  experiment.  Under  these  circum- 
stances the  continued  practice  of  these  ideas  during  a 
long  period  of  years  is  surprising,  but  their  extension 
practically  to  the  limits  of  Parliauu?ntary  power  with  no 
scientific  knowledge  u\nm  which  to  base  the  legislative 
action  is  amazing.  Accurate  knowledge  is  the  basis  of 
all  rational  action.  To  act  without  it  is  to  gi'ope  in  the 
dark.  These  defects  of  method  are  widely  recognized  in 
England,  but,  strange  to  saj',  they  continue,  as  we  have 
observed,  inadeciuately  remedied.  The  nature  and  ex- 
tent of  the  latest  official  inquiry  into  the  operation  of  the 
Act  of  190G,  is,  we  have  seen,  incomplete  and  inconclu- 
sive and  can  supply  merely  that  half  knowledge  which  is 
neither  satisfactorv  nor  scientific. 


CHAPTER   TWELVE 

Insurance  Under  tlie  Compensation  Act 


CHAPTER  XII 

Insurance  Under  the  Compensation  Act 
The  natural  result  of  compensation  legislation  was  a  increased 

Demand  for 

very  greatly   increased  demand   for  liability   insurance.  Liabmty 

*'  Insurance 

The  law  did  not  require  it,  but  the  promptings  of  self-  under ^com- 
interest,  especially  in  view  of  the  many  alarming  opinions  Legisiauon 
which  were  entertained  as  to  the  nature  and  extent  of  the 
new  liability,  led  the  employer  to  seek  its  protection. 
The  complete  absence  of  statistical  data  prevents  us  from 
ascertaining  either  the  amount  of  compensation  paid  or 
the  proportion  of  insurance  carried  thereto  during  any 
or  all  of  the  years  since  1897.    The  returns  required  by 
the  Board  of  Trade  during  the  past  two  years  inform 
us  as  to  the  amount  of  employers'   liability  insurance 
business  which  is  being  done  by  English  companies,  but 
it  does  not  enlighten  us  as  to  the  amount  of  compensation 
paid.     The   Home  OiHce  reports,  to  which  we  have  re- 
ferred at  length  in  a  preceding  chapter,  estimated  that  at 
least  £3,000,000   (115,000,000)  was  paid  in  compensation 
during  the  year  1909.^*^     ilany  insurance  officials  insist 
that  the  true  amount  is  from  one-third  to  one-half  greater 
than  this. 


(a)   Statistics  Compensation  during  1900,  p.  3. 
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Incompleteness 
of  Offlcial 
Records 
Compels  Resort 
to  Insurance 
Companies 


But  even  if  the  amount  paid  for  new  or  continuing 
claims  had  been  ascertained  they  would  not  suflSce  to 
show  the  pecuniary  burden  of  the  Act.  They  would 
cover  the  claims  paid,  but  would  leave  us  still  ignorant 
of  the  cost  incident  to  their  payment.  A  variety  of 
charges  attach  to  the  adjustment  of  claims  by  the  indi- 
vidual employer  who  carries  his  own  risk,  and  if  he  in- 
sures it  the  cost  of  compensation  legislation  to  him  is 
expressed  by  his  premium  rate  and  not  by  the  lesser  or 
greater  sums  which  his  underwriter  may  pay  in  settle- 
ment of  claims  against  him. 

The  incompleteness  of  official  data  forces  us  back 
upon  the  insurance  companies  if  we  are  to  form  any 
satisfactory  estimate  of  the  pecuniary  burden  of  the 
British  legislation.  If  public  records  will  not  tell  us  its 
cost  to  the  British  employer,  the  insurance  companies 
will  at  least  inform  us  what  it  will  charge  to  assume  the 
liability  of  the  employer.  We  thus  obtain  a  knowledge 
of  rates,  if  not  of  cost,  and  the  expression  of  an  expert 
judgment  as  to  the  character  and  extent  of  the  employers' 
legal  risk. 

The  experience  of  those  who  undertake,  as  a  part  of 
their  business,  to  underwrite  the  legal  burden  of  the  Brit- 
ish employer,  is  perhaps  tlie  most  conclusive  evidence  of 
the  high  and  uncertain  liabilities  which  Parliament  has 
created.  Facing  the  task  of  estimating  the  pecuniary 
obligations  created  by  the  Act  of  1897,  the  English  acci- 
dent companies  undertook  to  formulate  rates  upon  their 
personal  experience  with  the  coininon  law  and  the  Em- 
ployers' Liability  Act  of  1880,  modified  by  a  study  of 
German  and  Austrian  statistics  and  the  information  sup- 
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plied  by  the  relief  associations  of  the  great  Friendly 
Societies.  A  tariff  was  accordingly  drawn  and  agreed 
upon  by  a  large  number  of  insurance  organizations,  but 
within  a  year  many  of  the  important  parties  to  the  agree- 
ment withdrew,  in  the  face  of  the  exceedingly  sharp  com- 
petition which  broke  out  as  many  new  companies  entered 
the  field  attracted  by  the  apparently  vast  opportunity  for 
business. 

Prior  to  1909  insurance  companies  were  not  required  First  sta^s 

of  Liability 

to  make  any  pecuniary  guarantee  of  solvency.     Under  insurance 

under 

the  statute  passed  in  that  year  each  company  was  re-  compensatton 

Act 

quired  to  deposit  £20,000  (|100,000)  with  the  Pay- 
master-General as  a  condition  of  engaging  in  busi- 
ness, (a)  Cash  assets  were  not  a  prerequisite  in  1897  and 
a  variety  of  new  companies  came  into  being  eager  to  ac- 
cept liabilities  under  the  Compensation  Act,  many  pos- 
sessing insufficient  experience.  The  result  was  a  condi- 
tion of  bitter  competition.  Rates  were  slashed  during 
the  first  year  and  subject  to  individual  variations  in 
accordance  with  the  speculative  boldness  of  particular 
companies.  Within  a  year  rates  rapidly  advanced,  but 
the  sharp  conflict  resulted  in  a  number  of  business  fatal- 
ities. The  larger  companies,  however,  appeared  to  have 
acted  throughout  this  period  with  general  conservatism 
and  a  great  number  soon  reached  an  understanding  on 
rates,  many  of  the  larger  organizations  being  represented 
in  a  standing  Rate  Committee.  Indeed,  English  insur- 
ance companies  are  popularly  known  as  either  tariff  or 
non-tariflf  companies,  the  former  including  most  of  the 

(aT  9  Edw.  7  chap.  49  Sec.  2. 
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greater  organizations  conforming  to  a  minimum  tariff 
which  can  be  lowered  in  individual  instances  only  Tiith 
the  approval  of  a  standing  representative  Kate  Com- 
mittee. The  non-tariff  companies  include  all  those  organ- 
izations bound  by  no  restrictions  in  the  making  of  rates, 
but  generally  accepting  as  a  guiding  standard  the  tables 
of  the  tariff  companies.  It  is  frequently  stated  in 
England  by  the  representatives  of  the  smaller  non-tariflf 
organizations  that  the  large  companies,  li^dth  their 
greater  capital  and  experience,  have  enjoyed  the  advan- 
tage of  the  more  select  risks  and  act  with  much  caution 
in  accepting  dubious  ones,  while  the  smaller  and  newer 
companies  are  compelled  by  business  considerations  to 
take  the  less  desirable  risks,  ofttimes  with  serious  con- 
sequences to  themselves.  This  condition,  it  is  said,  will 
ultimate  in  the  retirement  of  many  of  the  smaller  compan- 
ies, leaving  the  field  largely  to  their  stronger  rivals,  who 
will  either  reject  a  great  number  of  risks  now  being  under- 
written at  speculative  rates,  or  greatly  advance  the 
charges. 
Effect  of  As  the  legislation  of  1897  was  subject  to  judicial  in- 

Decisions  terprctatiou,  the  decisions  of  the  Court  of  Appeals  and 

on  Rates  ^jj^  House  of  Lords  brought  home  a  very  keen  realiza- 

tion of  the  responsibilities  created  by  the  Act,  and  rates 
have  been  continually  advanced  in  accordance  with  the 
increase  of  actual  and  potential  liabilities.  The  Act  of 
1906  vastly  widened  the  area  for  insurance  activity.  A 
variety  of  new  employments  were  brought  within  its 
terms.  The  waiting  period,  during  which  no  comi)enfla- 
tion  was  paid,  was  reduced  from  two  weeks  to  one,  and 
this,  alone,  was  estimated  to  increase  the  cost  of  insnr- 
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ance  from  30  to  50  per  cent,  whilst  a  broad  margin  was 
required  in  new  rates  to  cover  the  variety  of  contingent 
liabilities  over  and  above  all  the  increased  obligations 
evident  upon  the  face  of  the  measure.    Table  3  (page  232) . 

A  careful  examination  of  the  rate  books  of  the  tariff  insurance 

Rates  under 

companies  show  their  premium  charge  under  the  Compen-  compensation 

Act 

sation  Act  to  run  from  two-tenths  of  one  per  cent  to  10 
per  cent  of  the  wage  roll.  There  are  also  a  number  of 
employments  specified  as  "reserve  risks/'  and  either  taken 
at  special  rates  in  accordance  with  the  individual  cir- 
cumstances of  the  employment,  or  for  which  insurance 
is  refused. 

These  contracts  of  insurance  sometimes  exclude  classes  Municipal 

Insurance 

of  employes  and  sometimes  individual  workmen.     Strong  Against 

Liability 

evidence  of  this  practice  was  presented  before  the  Depart-  to  pubiic 

Servants 

mental  Committee  in  1904. <*>  The  practice  was  then  ex- 
plained by  the  greater  risk  of  injury  to  which  elderly  or 
defective  men  are  subject,  which  rapidly  increases  with 
age.  This  condition  has  been  aggravated  by  the  increased 
liabilities  of  the  Act  of  1906.  Under  decision  of  the 
House  of  Lords  the  employer  has  been  held,  in  recent 
years,  to  be  liable  for  injuries  which  are  the  natural 
consequences  of  disease  rather  than  accident.  Evidence 
accumulates  constantly  and  everywhere  that  this  has 
brought  about  the  enforcement  of  stringent  regulations 
in  many  industries  respecting  the  employment  of  the  old 
and  maimed.  Some  large  employers  are  requiring  physi- 
cal examinations  of  applicants  for  employment.  Nor  is 
this  confined  to  private  service.  It  is  remarkable,  but 
true,  that  large  public  bodies,  sudi  as  the  Loiidon  County 
Council  and  tlie  ^[etropolitaii  Water  Board,  who  insure 

(a)    Report  Departmental  Committee  (1JH)4),  Vol.  I,  pp.  30-40. 
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TABLE  3 

INSURANCE   RATES  UNDER   WORKMEN'S  COMPENSATION   ACT 

1897  AND  1906 
The  amounts  expressed  in  shillings  are  the  rates  per  £100. 

1897  1906 

Aerated  Water  Manufacturers  7/6  20/- 

Bakers    5/-  4/-  to  20/- 

Blacksmiths    7/6  30/- 

Boat  Builders  12/6  15/-  to  40/- 

Boot  and  Shoe  Manufacturers 4/-  4/- 

Bookbinders  4/-  6/6 

Brickmakers   7/6  10/-  to  40/- 

Bottlers    7/6  10/-  to  20/- 

Brewers    7/6  20/-  to  25/- 

Builders    /     7/6  15/-  to  40/- 

1  10/-  to  20/- 

Chemical  Workers 10/-  25/- 

Cloth  Mills 4/6  5/- 

Confectioners    5/-  4/-  to  20/- 

Coal   Merchants    5/-  to  15/-        20/-  to  30/- 

Coopers   12/6  10/-  to  40/- 

Bngineers   10/-  to  30/-        10/-  to  20/- 

Farmers    6/-  8/-  to  20/- 

Glass  and  Bottle  Manufacturers 5/-  10/-  to  15/- 

Iron  Founders    5/-  to  10/-        12/-  to  50/- 

Joiners    5/-  to  10/-        15/- 

Laundries  10/-  6/-  to  12/6 
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TABLE  3  (Continued) 

18y7  1906 

Machinists    7/6  12/-  to  40/- 

Metal  Goods  Manufacturers  (light)  5/-  6/- to    7/6 

Paint    Manufacturers    7/6  15/- 

Paper  Mills  12/-  15/- 

Plasterers  7/-  10/-  to  20/- 

Plumbers    5/-  12/6  to  50/- 

Potteries   5/-  5/6  to  50/- 

Printers    4/-  6/6 

Quarries    20i/-  25/-  to  60/- 

Saw  Mills 20/-  25/-  to  40/- 

Shipbuilders   25/-  25/-  to  80/- 

Ship  Repairers  30/-  to  80/- 

Soap  Manufacturers  4/-  15/- 

Stevedores  Special  80/-  to  120/ 

Stone  Masons    7/6  15/- 

Tanners    4/-  10/- 

Tile  Mailers   7/6  12/6 

Tin  Plate  Works 7/6  15/-  to  20/- 

Tobacco  Manufacturers  4/-  7/6 

Weavers    3/-  5/-  to    7/6 

Wire  Drawers 7/6  25/- 

Warehousemen    2/-  6/-  to  20/- 

Window  Cleaners   3/6  60/- 

These  rates  are  necessarily  approximate;  while  obtained  from  the 
most  reliable  sources  and  in  the  majority  of  cases  are  minimum  rates, 
they  are  subject  to  change. 
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themselves  against  their  risk   under  the   Compensation 
Act,    present    the    somewhat    surprising    spectacle    of    a 
municipality  taking  the  utmost  precaution  to  protect  it- 
self against  an  extreme  liability  imposed  by  the  state. 
Continuing  Dr.  CoIlie,  the  Ilome  Office  medical  referee,  generally 

of  Rates  Fccognized  as  a  high  authority  on  medico-legal  aspects  of 

the  Compensation  Act,  stated  in  his  address  before  the 
International   Conference   on    Social    Insurance,   at   The 
Hague,   in    Septeml)er,    1910, (»)    that   he  had   examined, 
on  l)ehalf  of  London  public  bodies,  7,000  candidates  for 
employment  in  the  public  service  of  wliich  he  had  re- 
jected over  700,  or  10  per  cent.     He  urged,   from  this 
experience    of    the    largest    municipality    in    the    world, 
that  "it  would  appear  that  from  the  employer's  point  of 
view,  a  preliminary  examination  of  employes  is  a  good 
commercial  investment.''     This  is  not  a  pleasant  sugges- 
tion, but  if  city  governments  establish  the  practice  of  re- 
quiring physical  examination  of  applicants  for  the  public 
service  as  a  means  of  protecting  the  municipality  against 
legal  liability,  private  employers  and  insurance  companies 
are  likeh'  to  be  greatly  influenced  by  the  public  example. 
But  to  return  from  conditions  affecting  rates  to  the 
rates  themselves.     It  is  desirable  to  ascertain  whether  or 
not  the  rates,  however  high  they  may  seem,  have  reached 
the  stationary  point  expressing  a  pernianent,  fixed  charge. 
To  this  there  can  be  but  one  answer.     Rates  must  con- 
tinue to  advance,  not  only  in  accordance  Avith  the  ever- 
increasing    number    of    pernianent    disabilities,    but    to 
cover  the  contingent  liabilities  that  are  generally  admit- 


(a)    Bulletin  dos  Assnranoes  Sooiales    Rapports    Pr^liminaires,   p.   153. 
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ted  to  remain  in  no  inconsiderable  numbers  in  the  terms 
of  the  Act,  and  which  in  the  course  of  its  interpretation 
must  from  time  to  time  extend  its  legal  obligations.  But 
even  if  the  divers  liabilities  and  dormant  burdens  of  the 
legislation  had  been  capable  of  definite  calculation  and 
included  in  the  present  rates,  they  must  still  advance,  for 
the  public  returns  of  the  insurance  companies,  the 
opinions  of  their  officers  and  the  experience  of  the  past 
few  years  demonstrate  that  the  rates  now  in  force  do  not 
express  the  pecuniary  liabilities  of  the  Act  in  terms  of 
insurance  profit.  The  gi*eater  part  of  the  risks  taken  un- 
der the  Compensation  Act  are  being  underwritten  at  a 
loss.  Insurance  companies  are  business  enterprises,  not 
philanthropic  institutions,  and  rates  will  undoubtedly  ad- 
vance to  a  point  where  they  become  profitable  to  private 
enterprises,  unless  the  state,  in  the  meantime,  should 
substitute  public  insurance. 

Mr.  Stanley  Brown,  manager  of  the  Employers'  Lia-  Llabm^  °' 
bility  Insurance  Company,  and  Chairman  of  the  Accident  ^^^  ^\  \^^^ 

"  L        »7  7  over  Acts 

Officers'  Association,  states  that  in  his  opinion  and  the  ^^^^  ^°^  ^^^^ 
general  opinion  of  the  Association,  the  Act  of  1906  "goes 
beyond  the  price  of  our  former  Compensation  Act  in  a 
proportion  from  150  per  cent  to  200  per  cent."^*^  Table  4 
(page  236)  shows  14  changes  of  minimum  rates  in  as  many 
employments  between  ]March  and  October  of  1910,  carrying 
increases  of  from  25  per  cent  to  150  per  cent  over  the 
previous  charge,  and  still  the  managers  of  many  of  the 
great  insurance  corporations  express  the  opinion  that 
rates  are,  generally  speaking,  from  50  per  cent  to  75 
per  cent  below  the  amount  which,  in  the  present  state 
of  the  law,  expresses  its  risk. 

(a)   Evidoncc  Stanley  Brown,  Quebec  Accidents  Commission,  p.  8. 
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TABLE  4 

INCREASES    IN    WORKMEN'S    COMPENSATION    TARIFF   RATES 

FROM  MARCH  TO  OCTOBER.  1910. 

Trade  Old  Rate  New  Rate 

Carriers    20/- 32/6 

Furniture    Dealers    (delivery)     20/- 32/6 

Furniture  Depository  20/- 32/6 

Bacon  Curers  (Slaughter  houses) 20/- 50/- 

Bullders  Class  A  15/- 20/- 

Builders  Class  B  20/- 30/- 

Builders  Class  C  30/- 60/- 

Woodworking  Machinists  40/- 90/- 

Joiners        (non-woodworking       ma- 
chinists)     15/- 30/- 

Ironmongers  (Mechanics)    15/- 20/- 

Plumbers    (Mechanics)     15/- 20/- 

Painters  and  Decorators  (excluding 

roofs  over  30  ft.  high)    30/- 40/- 

Painters  and  Decorators  (excluding  all 

roofs)    20/- 30/- 

Plasterers    15/- 20/- 

Slaters    35/- 50/- 

Tin  Plate  Workers  15/- 25/- 


i 
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But  it  may  be  said  this  demonstrates  the  instability  3uik  of  British 

Compensation 

of  existing  rates,  not  the  fact  that  they  are  carried  at  a  loss  insurance 

^  '  '^  Carried  at 

and  must  be  advanced  for  that  reason.  Table  5  (page  238)  loss 
displays  the  total  employers'  liability  business  done  in 
Great  Britain  in  the  year  1908  by  34  tariff  and  21 
non-tariflf  companies,  carrying  tlie  bulk  of  the  nation's 
risks.  It  discloses  that  the  largest  companies,  individ- 
ually, are  operating  at  a  loss,  or  produce  an  exceedingly 
narrow  margin  of  profit.  The  total  revenue  of  the  tariff 
companies  shows  a  net  profit  of  but  2  per  cent,  that  of 
the  non-tariflf  companies  a  net  loss  of  9.73  per  cent.  The 
total  operations  of  the  55  companies  included  in  the  re- 
turns manifest  a  loss  of  .41  per  cent. 

This  evidence  of  the  insurance  situation  in  1908  is 
confirmed  and  made  much  clearer  by  the  returns  for 
1909.  The  matter  is  simplified  by  taking  the  statements 
of  the  four  largest  and  most  widely  known  of  all  British 
companies,  organizations  which  also  do  business  in  the 
United  States.    Table  6  (page  240)  shows: 

1.  The  total  business  of  these  companies  in  the  year 
1909. 

2.  Their  American  business  during  that  year. 

3.  Their  British  business  exclusively. 

By  accepting  five  dollars  to  the  pound,  we  sub- 
stantially translate  the  English  money  into  American 
dollars  and  discover  a  total  profit  for  the  four  companies 
for  1909  for  all  employers'  liability  business  to  be  $1,049,- 
890.  Tlie  American  business  netted  a  total  of  |1,860,465, 
whilst  the  British  business,  represented  almost  entirely 
by  risks  under  the  Compensation  Act,  displayed  a  net 
loss   of  1807,575.     Each   company   was   conducted   with 
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TABLE  6 

TOTAL  BUSINESS  AND  RESULTS.  POUR  LARGEST  BRITISH 
EMPLOYERS'  LIABILITY  COMPANIES,  1909. 


Com PAX Y 


Premiums 


Em ployere* Liability  ... 

General  A^^ident 

London  Goarantee  and 

Accident 

Ooean 


£ 
1.046.151 
1.168,303 

558,343 
1.477,805 


4,250.602 
'$21,253,010 


Losses 
Incnrred 


£ 
587.073 
621.282 

278,230 
792,871 


Expenses 

£ 
S88.500 
519.148 

247.966 
605,554 


2,279.456      1.761,168 
$11,397,280!  $8,805,840 


Surplus 


£ 
70.578 
27,873 

32.147 
79.380 


a09.978 


$352,890 
139,365 

160,735 
396.900 


$1,049,890 


UNITED  STATES  BUSINESS,  1909. 


COMPAlCY                  ■     Premiums   '     ,„I^^ 

Expenses 

Surplus 

Employern'  Liability 

•General  Accident 

London  Guarantee  and 
Acclrlent 

£                     £ 
697,906           826.702 
'          615,172           205,586 

t 

488,190          221,247 

£ 
252,986 
'266,289 

173,147 
210,585 

903.007 
$4,515,035 

118,218 
143,297 

43,796 
66,182 

371,493 

$591,090 
716.486 

218,980 

Ocean 

595,612           318,845 

830.910 

2,346,880       1,072,380 
$11,734,400     $5,361,900 

$1,857,465 

BRITISH  AND  OTHER  SECTIONS.  1909. 


COMPAXV 

Premiums    j 

Losses 

Expenses 

£ 
135,514 
252.859 

74,819 
394.969 

Surplus  or 

£ 
-47.640 
-115,424 

-11,649 
+  13,198 

-161.515 

Deficiencj 

1 

EmployorK*  Liability...! 

General  Accident 

London  Guarantee  and 
Accident 

£ 
348.245 
553,131 

120,153 
882,193 

1,903.722  1 
$0,518,610 

£ 
260,371 
415,696 

56,983 
474,026 

-$238,200 
-577,120 

-58,245 

Ocean ' 

+65,990 

( 

1.207,076 
$6,035,380 

858.161 
$4,290,805 

—$807,575 

•  Calculated  basis  $5.00  to  £1  (1  prmnd) 
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profit  in  the  United  States  and  each  company  operated 
at  a  significant  loss  in  Great  Britain. 

These  conclusions  are  only  strengthened  by  a  detailed  Explanations 

Advanced 

examination  of  the  reports  of  77  companies  engaged  in  for  insurance 

Losses 

the  employers'  liability  business,  and  made  to  the  Board 
of  Trade  of  England  for  the  year  1909.  (a)  But  it  may  be 
asked,  Why  should  business  be  undertaken  at  a  loss?  Why 
are  not  rates  immediately  raised  if  loss  is  being  steadily 
sustained?  We  have  seen  that  rates  are  being  advanced 
and  in  view  of  the  condition  which  evidence  discloses  it 
must  be  assumed  that  they  are  moving  upwards  as  rapidly 
as  circumstances  permit.  A  fact  and  its  explanation  are, 
however,  quite  different  things.  The  British  insurance 
situation  presents  an  interplay  of  many  forces.  One  can 
quite  readily  see  the  plain  outlines  of  the  condition  without 
perceiving  all  the  factors  which  contribute  to  its  main- 
tenance. 

It  is  frankly  stated  in  insurance  circles  that  there  is 
not  sufficient  data  available  nor  has  sufficient  time 
elapsed  to  permit  the  formation  of  an  accurate  actuarial 
judgment  of  the  liabilities  created  by  the  Act  of  1906. 
This  primary  difficulty  is  augmented  by  the  complexity 
of  the  measure  and  the  variety  of  contingent  liabilities 
surrounding  its  future.  It  is  further  said  that  many  fire 
insurance  companies  have  gone  into  the  liability  field  to 
protect  household  insurance,  the  peaceful  possession  of 
which  is  threatened  by  the  entree  to  the  householder 
which  new  liability  companies  likewise  taking  fire  risks 
have  secured  since  the  inclusion  of  domestic  service  in 


(a)   Statements    Employers'    Liability    Insurance    Co.,    year    ending 
Dec.  31,  1909. 
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the  Act  It  is  further  explained  that  fire  underwriters  are 
willing,  although  undoubtedly  not  anxious,  to  incur  loss, 
while  the  taking  of  a  limited  amount  of  losing  employers- 
liability  insurance  is  to  be  regarded  as  an  incident  in 
the  protection  of  their  standard  business.  But,  however 
dissatisfied  we  may  be  with  any  or  all  of  the  explanations 
offered  for  the  present  English  insurance  situation,  the 
fact  which  cannot  be  gainsaid  is  that  the  i)ecuniary 
burden  of  the  Act  neither  has  been  ascertained  nor  is  yet 
capable  of  ascertainment.  If  the  pecuniary  cost  of  this 
legislation  defies  the  experience  and  judgment  of  those 
whose  business  success  depends  upon  the  successful  cal- 
culation of  risk,  who  shall  endeavor  to  express  its  terms? 
Cost  of  A  fixed  element  in  the  cost  of  all  private  insurance  is 

Insurance  ,..  ..  r^jj»i«  •        -r-^i        i 

Administration    the  cxpcuse  of  administration.     Statistics   in   England, 

like  our  own,  indicate  that  for  every  fl,000  paid  by  an 
employer,  some  J4()0  is  lost  on  its  way  to  the  injured 
man.  We  might  assume  from  these  circumstances  and 
the  natural  temptation  to  lessen  the  charges  for  adequate 
protection,  that  mutual  insurance  would  find  a  large 
field  of  service  in  England.  But  in  spite  of  the  opinion 
expressed  by  the  Departmental  Committee  in  1904  as  to 
the  important  aiul  essential  function  which  mutual  in- 
surance could  perform  in  the  administration  of  the  Com- 
pensation Act,  Parliament  has  not  seen  fit  to  encourage 
any  form  of  it  under  the  Act  which  employer  and  em- 
ploye would  support  by  joint  action. 

There  s(H»ms  to  be  a  general  impression  that  the  Act 
somehow  aids  the  British  emph)yer  to  enter  into  some 
mutual  scheme  which  will  bring  himself  and  his  work- 
men together  upon  some  equitable  basis.     The  Act,  how- 
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ever,  expressly  discourages  contracts  outside  of  its  terms 
and  permits  them  only  under  conditions  that  do  not  en- 
courage the  growth  of  substitutes. 

Needless  to  say,  no  employer  would  undertake  to  main-  contracting: 

Out  Schemes 

tain  a  plan  of  relief  as  well  as  meet  the  liabilities  of 
the  Act.  He  can,  however,  provide  a  substitute  for  these 
liabilities  in  only  one  way.  He  may  present  to  the 
Registrar  of  Friendly  Societies  a  scheme  conferring  upon 
his  employes  equal  or  greater  benefits  than  the  pro- 
visions of  the  Act.  In  that  event  the  Registrar  must 
certify,  not  only  that  this  is  the  effect  of  the  scheme,  but 
that  a  majority  of  the  employes  to  whom  the  scheme  is 
applicable  favor  it,  and  their  opinion  is  to  be  ascertained 
by  ballot.  The  plan  must  not  require  its  acceptance  as  a 
condition  of  employment,  and  the  worker  agreeing  to  it 
must  be  permitted  to  withdraw  at  will.  When  all  of 
these  conditions  exist,  the  certificate  of  the  Registrar 
permits  such  a  plan  to  remain  in  force  for  not  more 
than  five  years.  If  not  fairly  administered,  the  scheme 
may  be  revoked  at  any  time.  A  plan  thus  approved  is  a 
permissible  substitute  for  the  benefits  of  the  Act;  it  has 
not,  however,  any  binding  force.  Its  acceptance  is  not 
obligatory  either  upon  the  workmen  who  voted  for  it  or 
the  minority  who  may  have  been  opposed  to  it.  The 
approval  of  the  Registrar  does  not  in  any  way  apply  it 
to  the  employment  for  which  it  is  approved.  It  merely 
permits  the  employer,  after  these  various  conditions  have 
been  complied  with,  to  contract  with  each  workman  indi- 
vidually in  accordance  with  these  terms,  and  each  indi- 
vidual may  accept  it  or  reject  it.  The  difficulties  of  organ- 
izing systems  of  this  character  are  indicated  by  the  decreas- 
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ing  number  of  workmen  to  whom  they  apply.  The  number 
of  workmen  to  whom  the  Act  of  1897  applied  was  much 
less  than  was  covered  by  the  Act  of  1906,  but  in  1904 
129;335  employes  were  covered  by  contracting  out  schemes ; 
in  1909  there  were  but  66,952  in  like  condition. 
The  Great  Prior  to  1897  all  the  large  English  railroad  systems 

Railroad  Plan     maintained  mutual  relief  organizations  some  of  which 

possessed  a  high  reputation  for  efficiency  and  were  quite 
satisfactory  to  their  members,  but  since  the  passage  of 
the  Compensation  Acts,  practically  all  have  been  aban- 
doned except  one  in  force  on  the  Great  Eastern  Railroad. 
That  company  is  now  the  largest  employer,  and  indeed 
the  only  very  large  employer  contracting  out  of  the  Act. 
Nearly  30,000  workmen  are  covered  by  its  plan,  the 
particulars  of  which  will  be  found  in  the  Appendix, 
page  353. 
The  Iron  Trade  Mutual  insurance  of  employers  engaged  in  the  same 
irasuranceT  Or    allied    industries,    finds    its    best    expression    among 

mine  owners  and  in  the  unusually  excellent  organization 
existing  in  the  iron  trades.    The  Iron  Trades  Employers' 
Insurance  Association,  Ltd.,  is  a  mutual  organization  of 
engineers  and  shipbuilders,  who  are  members  of  the  En- 
gineering and  Shipbuilding  Employers'  Federation.     The 
Association  is  not  allowed  to  take  as  members  any  firm 
.  not  a  member  of  such  Federation.     A  most  interesting 
memorandum  describing  the  organization  and  methods  of 
this  Association  is  included  in  the  Appendix  on  page  373, 
and  is  presented  through  the  courtesy  of  Mr.  S.  R.  Glad- 
well,  secretary  of  the  Association  by  whom  it  was  espe- 
cially prepared  for  publication.    The  Association  insures 
the  liability  risks  of  its  members,  who  employ  altogether 
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upwards  of  250,000  workmen.  It  is  managed  by  a  board 
of  directors  composed  of  large  employers  of  exceptional 
ability  and  experience,  and  numbers  on  its  staff  super- 
vising experts  with  exceptional  insurance  training.  The 
Association,  by  it  nature,  avoids  elements  of  expense 
essential  to  private  insurance,  having  no  commissions  and 
no  dividends  to  pay,  the  services  of  its  directors  being 
likewise  without  charge.  Under  these  circumstances  the 
experience  of  the  Association  presents  further  striking 
evidence  of  the  native  difficulties  which  underlie  any 
effort  to  successfully  estimate  the  pecuniary  liabilities  of 
the  Compensation  Act. 

The  operation  of  the  Association  from  1903  to  1909  is  operation  of 

the  Association 

expressed  in  the  following  financial  statement.     During  from  i908 

to  1909 

seven  years  of  operation  satisfactory  to  its  members,  it 
has  succeeded  in  underwriting  their  total  liability  with  a 
premium  income  of  £866,680  (f4,333,400)  at  a  total  net 
profit  of  one-tenth  of  one  per  cent. 

Premiuma  Losses  Expenses  Percentage  of 

Keceived  Profit  or  Loss 

£  £  £ 

1903  72,834  62,856  9,580  +  0.6 

1904  77,382  73,183  9,955  —  7.3 

1905  89,574  83,003  11,176  —  5.0 

190G  116,370  121,422  11,079  —13.8 

1907  121,544   111,607   11,576   —  1.3 

1908  (18  mos.)  244,925   210,996   20,107   +  5.6 

1909  144,045   115,439   13,842   +10.1 

Totals  £866,680  £778,506  £87,315   +  0.1 
Total  losses  and  expenses.  .£865,821 
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Summary 

RespectinsT 
British 
Compensation 
Insurance 


For  13  years  the  great  insurance  organizations  of 
Great  Britain  have  wrestled  with  the  actuarial  prob- 
lems within  the  Compensation  Acts.  Exceptional  tech- 
nical skill,  experience  and  ability  have  directed  their  ef- 
fort. Every  business  incentive  has  spuiTed  them  to  the 
conquest.  But  the  remarkable  success  which  has  at- 
tached to  every  other  department  of  the  British  under- 
writer's vast  activities  is  strangely  absent  from  his 
endeavor  to  gauge  the  employer's  risks  under  these 
measures.  Rates  rose  and  fell  under  the  influence  of  the 
sharp  early  competition.  Their  ui)ward  trend  is  now 
long  sustained.  But  13  years  has  brought  no  stability. 
The  outlines  of  liability  are  still  vague  and  indefinite. 
The  fault  is  not  in  the  actuary,  it  is  in  the  Act.  He  can- 
not give  shape  to  that  which  is  formless  and  void  and 
state  in  fixed  terms  that  which  is  by  nature  vague  and 
uncertain. 


CHAPTER   TfflRTEEN 

Primal  Defects  oi  tke  BrituL  LegioUtion 


CHAPTER  XIII 
Primal  Defects  of  the  British  Legislation 
British    compensation    legislation    sprang   into    being  circumstancea 

Producingr 

at  a  time  when  the  public  attention  was  being  called  to  c^^^ensation 
the  legal  and  economic  hardships  of  the  British  workman.  ^^'»^*^*®^ 
The  rise  of  the  Labor  Party  gave  strength  to  a  protest  and 
a  demand,  the  one  complaining  of  the  legislation  of  the 
past,  the  other  proposing  measures  for  the  future.  The 
trade  unions  had  fought  their  way  through  a  variety  of 
legal  disabilities  not  merely  to  toleration,  but  to  excep- 
tional legal  privileges  for  their  members.  As  the  Labor 
Party  grew  in  power  and  Parliamentary  representation  it 
became  a  considerable  factor  in  British  politics.  Its  in- 
fluence was  seen  in  the  Act  of  1897  and  in  the  extension 
of  the  terms  of  that  measure  to  all  forms  of  employment. 
Many  details  of  amendment  express  its  reiterated  de- 
mands. Indeed,  political  pressure  is  historically  a  much 
more  reasonable  explanation  for  many  phases  of  existing 
legislation  than  the  patent  fact  of  investigation  disre- 
garded and  experience  unrecorded. 

The  doctrine  "of  personal  liability  for  injuries  received 
in  the  course  of  employment"  was  said  to  have  been  "im- 
ported into  England  from  Germany  in  an  unmanufactured 
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The  Spirit  State  aiid  made  up,  perhaps  not  very  artistically,  into  the 

of  the  Law 

Workmen's  Compensation  Act  of  1897."  (a)  We  have,  in 
preceding  pages,  enunciated  its  principles  and  policy  in 
the  language  of  those  who  gave  it  being  and  under  whose 
leadership  it  assumed  its  final  shape.  Whether  due  to  the 
difference  of  viewT)oint  or  condition,  they  seem  to  ap- 
proach the  problem  full  of  the  spirit  of  the  Poor  Laws. 
It  clings  to  their  thought  like  burrs  to  a  beggar's  rags. 
Their  vision  is  fixed  upon  the  "dependency''  that  may  fol- 
low injury.  The  employer  becomes  an  instrumentality  to 
relieve  indigence.  The  debates  in  Parliament,  the  speeches 
from  the  stump  which  preceded  the  Act  of  1897,  and  fol- 
lowed its  adoption,  dwelt  continuously  upon  the  "depend- 
ence" created  by  serious  disability.  "Relief  for  distress'^ 
is  the  term  which  runs  through  ensuing  reference  to  com- 
pensation legislation  in  the  reports  of  the  Departmental 
Committee  of  1904  and  the  wider  public  discussion  ante- 
cedent to  the  broader  law  of  1906.  The  whole  literature 
expounding  the  virtues  and  vindicating  the  liabilities 
created  by  Parliament  presents  the  Compensation  Act  in 
the  guise  of  a  gigantic  scheme  of  poor  relief.  This  is  borne 
out  no  less  by  the  extrinsic  evidence  of  public  statements 
than  by  the  intrinsic  characteristics  of  the  statute.  It 
gives  no  consideration  to  the  workman's  injury;  it  salves 
it  only  with  limited  pecuniary  recompense.  It  neither 
requires  nor  encourages,  as  does  the  German  law,  medical 
attention.  It  bears  no  relation  to  the  prevention  of  in- 
jury ;  it  does  not  investigate  its  causes,  and,  knowing  that 
ignorance  and  neglect  may  permit  trivial  injuries  to  de- 

(a)   Law  of   Employer   and   Workman   in    Enf?land,    Ruegg,   Chap.   V, 
p.  146. 
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velop  into  serious  disabilities,  and  that  sound  healing  de- 
pends upon  first  aid,  takes  no  step  to  contribute  to  recov- 
ery. It  seems  to  consider  the  individuaFs  wants  but  not 
his  needs.  It  regards  the  workman  as  one  who  must  not 
be  permitted  to  become  a  public  charge.  Its  thought  is 
concentrated  upon  making  some  individual  relieve  distress 
which  might  require  the  aid  of  the  state.  It  views  the 
whole  problem  in  terms  of  charitable  intervention. 

now  different  is  the  German  viewpoint.  It  thinks  in  German 
terms  of  national  policy  as  well  as  humanity.  It  studies  ^  ^^^^  ^^ 
to  meet  the  causes  as  well  as  the  effects  of  work  accidents, 
and  it  regards  each  injured  workman  not  only  as  a  man 
but  as  a  national  industrial  asset,  whose  productive  power, 
when  impaired,  is  to  be  restored  as  well  as  recompensed. 
It  meets  the  claim  for  injury  with  justice,  but  having 
traced  its  origin  to  the  circumstances  of  production,  it 
makes  the  collective  agencies  answer,  and  not  the  indi- 
vidal  possessing  but  limited  control  of  its  conditions.  It 
preserves  and  strengthens  individual  self-respect  and  in- 
dependence by  making  compensation  awarded,  rest,  not 
upon  need  and  distress,  but  upon  a  sturdy  right  to  assist- 
ance derived  from  personal  contribution  given,  and  the 
state,  having  laid  upon  industry  an  obligation  to  provide 
against  accident  and  its  consequence,  leaves  the  respon- 
sible parties  to  create  the  means  of  relief  by  joint  contri- 
bution, self-administered. 

So  much  for  the  elementary  theories  and  spirit  of  the 
English  system,  and  they  are  of  no  little  consequence  to 
a  nation  like  ours  that  prides  itself  upon  the  self-reliance 
of  its  people.  It  is  one  thing  to  provide  relief  to  which 
individuals  are  justly  entitled;  it  is  quite  another  to  give 
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The  Lack  of 
Preliminary  In- 
formation and 
Recorded 
Experience 


it  under  circumstances  and  conditions  in  which  the  most 
admirable  qualities  of  individual  character  suffer  in  the 
taking. 

But  are  the  methods  which  have  accompanied  the  es- 
tablishment, operation  and  extension  of  English  compen- 
sation legislation  worthy  of  our  imitation?  We  face  a 
great  task.  Ought  we  not  to  go  about  it  with  that  elemen- 
tary caution  which  should  characterize  a  prudent  man  in 
an  undertaking  of  ordinary  importance?  Yet  what  judg- 
ment commends  important  action  without  knowledge. 
Every  nation  of  Continental  Europe  which  has  established, 
much  less  extended  its  system  of  compensation,  has  done 
so  only  after  elaborate  investigation  directed  and  sus- 
tained by  trained  minds.  The  German  fortified  each  step 
of  his  progress  with  the  accumulated  records  of  national 
experience.  Great  Britain  undertook  a  vast  social  experi- 
ment, the  introduction  into  an  ancient  system  of  novel 
principles  in  antagonism  \sdth  deep-rooted  habits,  customs, 
mode  of  thought  and  traditions.  It  mixed  its  legislative 
chemicals  with  anxiety  and  curiosity,  but  set  no  w^atcher 
in  the  social  laboratorj'  to  observe  their  reaction.  Ten 
years  of  national  life  passed  under  the  continuing  influence 
of  new  obligations  affecting  the  lives  of  millions  of  sub- 
jects and  yet  the  evidence  of  their  effect  is  to  be  gathered 
by  the  curious,  only,  from  the  scattered  experience  of  in- 
dividuals or  the  fragmentary  information  of  private  con- 
cerns. A  single  committee  investigated  the  effects  of  legis- 
lative action,  complaining  as  it  probed  of  the  difllculties 
arising  from  the  absence  of  information  that  should  have 
filled  the  public  records,  but  the  complaint  passed  un- 
heeded, the  defect  remained  unremedied,  and  the  recom- 
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mendations  of  the  only  public  body  entitled  to  speak  with 
authoritative  voice  finds  little  in  the  subsequent  legislation 
of  1906  to  suggest  its  own  labors  or  conclusions,  and  con- 
siderable evidence  that  they  were  either  disregarded  or 
made  the  subject  of  contrary  action. 

The  very  terms  defining  individual  liabilities  and  fixing 
the  financial  burden  of  industry  remained  in  the  new  legis- 
lation onerously  indefinite,  piling  the  costs  of  hidden  con- 
tingencies upon  heavy  existing  charges.  Injustice  was 
added  to  uncertainty  by  making  that  misconduct  which 
had  been  a  bar  to  recovery  under  the  Act  of  1897  no  bar 
to  compensation  unless  recklessness  failed  to  result  in 
serious  and  permanent  disability  or  death. 

For  the  first  time  in  English  legal  history  the  bar  Recognition 

®  ®  "^  of  Illegitimate 

sinister  was  removed,  the  illegitimate  became  of  right  an  claimants 
equal  competitor  with  the  legitimate  child  in  the  distribu- 
tion of  parental  compensation.  No  added  right  of  action 
w^as  given  to  an  illegitimate  child  under  the  common  law 
or  statute.  Here  and  here  alone  a  right  was  given  which 
was  denied  under  equally  distressing  circumstances  out- 
side the  Act.  Thus  again  the  Act  speaks  in  terms  of  de- 
pendency and  poor  relief. 

Great  Britain  has  not  followed  the  logic  of  her  own 
law.  Making  each  employer  accept  the  obligations  of  a 
limited  insurer,  he  possesses  none  of  the  privileges  of  in- 
surance. He  carries  the  risk  without  knowing  the 
premium  and  is  thus  forced  to  regard  each  employe  as  a 
hazard,  a  circumstance  which  has  wrought  unspeakable 
hardship  upon  elderly  and  defective  workmen.  To  this 
unhappy  condition  public  attention  was  called  by  the  re- 
port of  the  Departmental  Committee  in  1904,  and  a  remedy 
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Effect  upon 
the  Employ* 
ment  of 
Elderly  and 
Defective 
Men 


was  suggested,  but,  like  other  recommendations  of  that 
committee,  it  remained  unnoticed.  This  distressing  situa- 
tion led  Sir  Edward  Brabrook,  late  Chief  Registrar  of 
Friendly  Societies,  a  man  of  long  experience  and  high 
official  position  in  the  administration  of  the  Act  of  1897, 
to  denounce  what  he  termed  "the  horrors"  of  the  Act,  in 
the  address  which  he  delivered  to  the  International  Con- 
ference on  Social  Insurance  at  The  Hague  in  September 
1910.  Dr.  Collie,  medical  referee  of  the  English  Home 
Office,  at  the  same  time  and  place,  quoted  the  opinion  of 
the  Local  Oovernment  Board  inspector,  "that  the  Work- 
men's Compensation  Act  has  done  more  than  anything  else 
in  recent  years  to  force  men  between  fifty  and  seventy 
j^ears  of  age  into  the  workhouse.'' (a)  The  Poor  Law  Com- 
mission confirms  this  opinion  by  a  similar  finding  in  its 
annual  report  for  1909.  (b)  Yet  these  unfortunate  conse- 
quences set^m  inevitably  associated  with  raising  individual 
liability  to  an  extreme  point,  for  the  employer,  whatever 
his  sympathies,  is  forced  into  the  situation  where  he  must 
retain  the  services  of  elderlv  and  defective  men  at  an  en- 
hanced  premium,  or  pitilessly  supplant  them  with  younger 
men,  representing  diminished  risk  and  proportionate  re*- 
duction  of  overhead  expense.  English  experience  seem^ 
to  suggest  that  this  result  can  be  avoided  in  any  applica- 
tion of  the  compensation  principle  only  by  eliminating  per- 
sonal liability  and  substituting  for  it  contribution  to  a 
solvent  insurance  fund. 


(a)  Bullotin  des  Assiirancow  Socinles.   Conference  Internationale  de  La 
Haye,  p.  l.">4. 

(b)  Report  Poor  Law  Commission  1000,  p.  220. 
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Avowedly  intended  to  provide  compensation  for  acci-  inciuaion  of 

Disease  by 

dent,  the  Act  has  in  fact  made  the  employer  by  decision  construcuon 
liable  for  disease,  for  the  English  cases  make  it  apparent 
that  compensation  is  frequently  paid  for  accidents  actually 
due  not  to  work,  but  the  physical  state  of  the  workman. 
The  Act  has  thus  overshot  its  mark  and  covered  a  field 
greater  than  its  purpose. 

Can  a  measure  of  this  nature  be  a  proper  model  for 
the  imitation  of  our  states? 

We  are  dissatisfied  with  the  waste  and  bitterness  which 
follow  in  the  wake  of  litigation,  but  this  Act  neither  stems 
waste,  removes  elements  of  personal  antagonism  nor  pre- 
vents  resort  to  the  courts.  We  desire  a  single  liability. 
If  we  imitated  the  terms  of  the  Act  we  should  find  our-  Features 

Unworthy  of 

selves  possessed  of  three  methods  of  legal  controversy.      imitation 

We  want  to  bring  employer  and  employe  together  in  a 
joint  effort  to  reach  the  causes  and  alleviate  the  conse- 
quences of  work  accidents,  but  this  measure  neither  pre- 
vents accidents  nor  secures  the  moral  or  pecuniary  con- 
tribution of  employer  and  workman  toward  their  relief. 

If  we  are  to  have  compensation  at  all,  we  wish  to  assure 
that  of  the  workman  of  the  small  employer  as  well  as  the 
great.  This  measure  has  never  secured  that  result.  We 
want  a  system  that  assists  in  the  restoration  of  impaired 
working  capacity  by  prompt  medical  relief,  but  this  Act 
gives  no  heed  to  the  injury  save  to  make  it  the  basis  of  a 
pension.  Common  sense  suggests  that  any  liability  created, 
however  great  or  small,  should  be  definite  and  stable,  but 
the  obligations  of  the  Act  are  fluctuating  and  uncertain 
from  its  very  nature.  We  must  not  create  a  condition 
adding  new  difficulties  in   securing  employment  to   the 
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Effect  of  the      liandicaps  of  age  and  disease.     This  Act  created  to  relieve 

Act 

unsaiutary         the  "dependency"  of  tlie  injured,  has  made  an  army  of 

dependents  among  the  maimed,  the  halt  and  the  infirm. 
Above  all,  we  cannot  afford  in  the  establishment  of  any 
system  or  the  formulation  of  any  legislation  involving  the 
compensation  principle,  to  proceed  without  due  investiga- 
tion, acquainting  ourselves  with  our  own  problem  before 
we  undertake  its  solution,  and  illuminating  each  step  of 
our  progress  by  the  accumulated  experience  of  our  march. 
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CHAPTER  XIV 


Findings  and  Recommendations  of  the  Committee 

From  the  investigations  herein  set  forth,  your  Com^ 
ittee  finds: 


mittee 


That  limited  compensation  for  personal  injury  received  Principles 

of  European 

in  the  course  of  employment  is  assured  in  the  chief  states  Legislation 
of  Europe  and  many  of  the  British  colonies.    Such  legis- 
lation, substantially,  predicates: 

That  accidents,  during  work,  frequently  arise  from  un- 
avoidable risks  inherent  in  the  nature  and  circumstances 
of  modern  production ;  that  the  economic  consequences  of 
such  injuries  should  be  borne  primarily  by  the  employ- 
ment in  which  they  occur  and  ultimately  by  society  in 
whose  service  they  are  incurred  and  not  entirely  by  the 
workmen  to  whom  they  occur;  that  this  may  be  beneficially 
accomplished  by  transferring  a  limited  charge  for  assur- 
ance against  impairment  of  working  capacity  to  society, 
as  a  cost  of  production,  thus  making  certain  the  relief 
of  the  employe  without  unduly  burdening  the  employer. 

That  the  waste,  delay  and  harmful  bitterness  engen- 
dered by  litigating  claims  for  personal  injury  in  a  legal 
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system  based  upon  fault  as  the  sole  ground  of  recovery 
justify  and  require  that  the  state  in  the  public  interest 
make  other  equitable  provision  for  the  speedy  adjustment 
of  such  controversies. 

That  causes  of  injury  are  to  be  anticipated  and  averted 
no  less  than  consequences.  Therefore,  serious  misconduct 
jeopardizing  the  life  or  limb  of  others  or  self  inflicted  in- 
jury diminishes  compensation  or  denies  it. 

That  all  employments  are  included  save  in  exceptional 
instances  where  difficulties  of  application  delay  extension. 

All  European  legislation  embodying  these  ideas  in 
variously  qualified  form,  is  neither  framed  with  equal  wis- 
dom nor  administered  with  like  success.  But  the  admir- 
able enforcement  of  these  principles  in  many  states  sup- 
plies conclusive  evidence  that  rightly  applied  they  are 
socially,  economically  and  industrially  advantageous,  and 
if  adapted  to  our  form  of  government,  mode  of  thought  and 
conditions  of  labor,  would  confer  undoubted  benefit. 


Accident 
Prevention 
and 
Medical  Aid 


II 

That  the  advantages  perceived  were  secured  and  are 
maintained  only  in  accompaniment  with  a  sound,  vigorous 
and  scientific  system  of  accident  prevention,  obtaining 
public  and  private  co-operation,  with  suitable  provision  in 
all  cases  of  personal  injury  for  prompt  and  efficient  first 
aid  treatment  provided  by  the  employer,  and  of  which  the 
injured  person  may  be  required  to  avail  himself  under 
penalty  of  losing  or  diminishing  subsequent  compensation. 
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III 

That  sound  compensation  laws  rest  upon  a  solid  foun-  carefui  inves- 

tigration  Essen- 

dation  of  fact  obtained  through  the  deliberate  and  im-  Lelis?aUon"^ 
partial  investigations  of  trained  men,  and,  in  the  opinion 
of  recognized  European  authorities,  require  for  success- 
ful administration  the  continuous  collection  and  compila- 
tion of  statistics  relating  to  every  circumstance  of  acci- 
dents and  their  compensation,  and  the  progressive  applica- 
tion of  such  ascertained  experience. 

IV 

That  the  German  empire,  which  first  applied  the  prin-  Higrh  value  of 

German 

ciple  of  assured  compensation,  is,  among  all  the  countries  statistics  and 

^  ^  >       >  &  Experience 

of  Europe,  the  most  practically  successful  in  its  applica- 
tion ;  that  it  alone  compiles,  possesses  and  has  continuously 
applied  the  record  of  its  experience  to  the  development  of 
a  scientific  system  of  accident  prevention  and  compensa- 
tion. That  its  accumulated  statistics  and  tested  methods 
are  of  compelling  influence  on  the  legislation  of  Europe. 
That  its  conditions  of  employment  and  ratio  of  agricul- 
tural to  industrial  workers,  its  prcxgressive  application 
of  mechanical  forces  to  new  employments,  make  its  meth- 
ods and  information  a  profitable  study  for  ourselves.  That 
wliile  many  details  of  its  administration  are  neither  ap- 
plicable nor  desirable,  the  chief  principles  of  the  German 
system  of  accident  compensation  may  be  adopted  in  our 
respective  states  by  voluntary  action  or  through  permissive 
legislation  and,  in  a  large  degree  compelled  by  statute. 
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A  Solvent 

Insurance 

Fund 

Preferable 

to  Individual 

Liability 


That  assurance  against  loss  of  working  capacity  is  the 
basis  of  all  European  systems  of  compensation,  avowedly 
in  most  systems,  logically  in  all  others,  declared  in  German 
legislation,  implied  in  English  legislation.  That  each 
European  system  fails  in  the  practical  execution  of  its 
theory  in  the  proportion  that  it  rests  compensation  of 
injury  upon  personal  liability  and  not  upon  contribution 
to  a  solvent  insurance  fund  from  which  awards  are  paid. 
That  if  everj^  emploj  er  becomes  a  limited  insurer  in  law, 
he  should  become  an  insurer  in  fact,  and  the  obligation  of 
contributing  to  a  compensation  fund  or  providing  an  ac- 
ceptable form  of  insurance  should  become  a  substitute  for 
personal  liability.  That  contribution  to  a  common  fund,  in 
accordance  with  the  ascertained  hazard  of  the  employment, 
assures  compensation  and  makes  it  a  definite  charge. 
That  mere  increase  of  personal  liability  with  optional 
insurance  enlarges  the  burden  of  the  great  employer,  with 
no  assurance  of  recovery  from  the  small  one.  That  the 
creation  of  a  compensation  fund  administered  by  the  con- 
tributors or  the  state,  but  preferably  the  former,  permits 
provision  for  simple,  cheap  and  rapidly  moving  machinery 
in  the  adjustment  of  claims,  eliminates  the  bitter  antagon- 
ism and  social  friction  arising  from  opposing  interest  in- 
separable from  personal  liability,  covers  hard  cases  with- 
out excessive  cost,  allows  without  undue  or  inequitable 
burden,  a  higher  rate  of  disability  and  death  benefits  and 
permits  the  calculation  of  a  fixed  annual  charge  for  legal 
risk  capable  of  decrease  by  accident  prevention. 
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VI 

We  find  that  limited  compensation  through  insurance  Methods  of 

Insurance 

is  successfully  obtained:  through  the  creation  of  a  fund 
administered  by  the  state,  to  which  employer  and  employe 
contribute  and  from  which  compensation  is  paid;  or 
through  a  fund  supervised  by  the  state  to  which  employer 
and  employe  contribute  and  in  the  administration  of  which 
they  are  represented  in  proportion  to  their  contribution; 
or  through  voluntary  mutual  associations,  either  of  em- 
ployers alone  or  of  employers  and  employes,  organized 
under  permissive  legislation;  or  in  private  insurance  as- 
sociations in  wliich  the  employer  may  carry  his  risk  in 
those  nations  where  compensation  is  assured  by  the  ex- 
tension of  personal  liability. 

That  the  most  efficient,  economic  and  progressive  in- 
surance system  is  one  in  which  an  intimate  relationship 
is  established  and  maintained  between  shop  management, 
insurance  management  and  the  supen-ision  of  accident 
prevention,  and  in  which  rates  can  and  will  most  closely 
conform  to  the  accident  record  of  the  individual  employer. 


VII 

We  believe  those  systems  most  equitable  and  expedient  contribution 
which  require  minor  contributions  from  employes.  They  ^  ^poyes 
alone  provide  a  justly  proportionate  distribution  of  the 
pecuniary  burden,  assured  dual  interest  in  the  discourage- 
ment of  fraudulent  claims  and  mutual  co-operation  in  the 
practical  prevention  of  accidents,  for  which  employer  and 
employe  are  jointly  responsible.     They  provide  a  necessary 
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protection  against  the  contamination  of  those  qualities  of 
thrift  and  self-reliance  which  have  ever  been  regarded  as 
among  the  most  valuable  assets  of  American  character. 


Creation  of  a 
Singrle  Liability 
Essential 


vni 

We  find  compensatory  legislation  is  intended  to  ex- 
clude or  purposely  endeavors  to  discourage,  save  in  excep- 
tional cases,  the  use  of  pre-existing  remedies  at  law.  The 
creation  of  a  single  liability  or  a  single  obligation  to  con- 
tribute to  a  compensating  fund,  is  the  purpose  and  evident 
tendency  of  all  foreign  legislation.  A  single  liability  is 
essential  to  the  satisfactory  operation  of  the  compensatory 
principle  and  its  adoption  should  therefore  be  accompanied 
by  the  repeal,  as  far  as  possible,  of  all  other  remedies. 


Compensation 
Principle 
Should  Apply 
to  All 
Employments 


IX 

We  find  in  the  complete  statistical  record  of  the  Ger- 
man empire  covering  a  period  of  25  years  and  sustained  by 
the  less  complete  returns  of  other  European  countries  and 
the  relative  rates  of  private  insurance  therein,  that  we 
must  readjust  our  conveiiticnial  notions  of  the  compara- 
tive hazard  of  various  emi)loyments.  European  and  Ca- 
nadian(a^  official  statistics  and  the  <*(miparative  personal 
accident  rates  of  American  insurance  comi)anies  all  indi- 
cate a  high  percentage  of  accidents  in  agricultural  as  well 
as  industrial  pursuits.  If,  tlier(*for(\  any  employer  is  to 
become  an  insurer  against  aceidcMit  in  employment, 
all     employers     should     l)ear     the     same     burden     in 

(a)   See  Appendix,  page  377. 
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proportion  to  the  actual  hazard  of  their  particular  pur- 
suit. We  find  that  the  application  of  the  principle  of 
compensation  should  be  universal,  or  it  places  unequal 
and  arbitrary  burdens  upon  classes  of  employers  and  de- 
nies participation  in  the  benefits  of  its  remedial  pro- 
visons  to  vast  classes  of  employes. 

X 

We  find  that  the  amount  of  compensation  required  Limitation  of 

Compensation 

under  the  various  European  systems  is  not  regarded  as  a  and  Meaicai 

First  Aid 

complete  indemnity  but  as  a  substantial  expression  of  the 
impairment  of  earning  capacity.  That  in  the  better  sys- 
tems it  is  neither  allowed  nor  intended  to  recompense 
trivial  injuries  nor  breed  paupers  by  corrupting  thrift. 
That  to  this  end  a  reasonable  waiting  period  is  established 
between  the  reception  of  injury  and  the  allowance  of  com- 
pensation; that  such  precaution  alone  provides  efficient 
defense  against  the  conscious  or  unconscious  exaggeration 
of  slight  injury  and  safeguards  self-reliance.  We  find  fur- 
ther, however,  that  during  such  waiting  period,  from  the 
moment  he  has  notice  of  accident,  the  employer  should 
provide  first  aid  and  necessary  medical  attendance,  thus 
preventing  trivial  injuries  from  becoming  serious  disabil- 
ities through  ignorance  or  neglect. 

XI 

We  find  that  as  an  essential  feature  of  administration, 
all  European  systems  provide  for  cheap  and  expeditious 
adjustment  of  claims.     That  employer  and  employe  are 
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Adjustment 
of  riaims- 


encouraged  to  reach  an  agreement.  That  in  the  event  of 
a  dispute  as  to  the  facts  or  application  of  the  law,  resort 
is  had  to  arbitration,  the  finding  of  the  arbitrators  on  ques- 
tions of  fact  being  final  and  appeal  permitted  cmly  on  ques- 
tions of  law.  We  believe  similar  provisions  advisable, 
practicable  and  attainable  through  the  agency  of  contract 
and  the  creation  of  arbitrators,  by  conferring  powers  of 
arbitration  upon  our  judges  or  persons  chosen  by  the  dis- 
putants, subject  to  ultimate  rights  of  action  which  are 
likely  to  be  exercised  or  remain  dormant  in  accordance 
with  the  practical  operation  of  such  preliminaiy  aids  to 
agreement. 

XII 


Necessity 
of  Uniform 
Principles  of 
Compensation 
Among  Our 
States 


We  feel  called  upon  to  emphasize  that  any  application 
of  the  compensatory  principle  in  our  own  country  requires 
assurance  of  substantially  uniform  legislation  by  the  states 
of  the  Union.  The  establishment  of  a  varietv  of  svstems 
diflfering  in  form  and  substance  and  creating  new  liabili- 
ties, varying  in  nature  and  degree,  would  produce  condi- 
tions too  obviously  liarmful  to  require  amplification. 


A  Sound 
Policy  of 
Compensation 
a  Primary 
Consideration 


XIII 

We  are  conscious  that  the  introduction  of  principles 
implying  systematic  compensation  for  accidents  of 
employment  into  our  form  of  government  bristles  with 
legal  difficulties.  We  are  not  here  concerned  with  their 
consideration  or  discussion;  we  are  primarily  interested 
in   the  selection   of  a  sound  policy.     We   believe,   how- 
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ever,  that  at  the  present  time  and  during  the  period 
of  investigation  which  must  necessarily  precede  the 
adoption  of  a  satisfactory  system,  voluntary  action  by 
private  employers  should  receive  public  encouragement. 
While  our  legislatures  are  engaged  in  deliberating  over  •pcrHuasivc* 

LoffiHlatlun 

the  wisest  metliod  of  exercising  their  i)owers  of  com- 
pulsion, splendid  forces  may  be  set  in  operation  if  they 
will  give  attention  to  their  opportunities  for  i>ersuasion. 
Pending  the  formulation  of  a  public  system,  tlie  voluntary 
adoption  of  equitable  schemes  can  be  expedit(*d  by  lessen- 
ing the  liabilities  of  employers  Avho  guarantee  just  com- 
pensation as  Avell  as  by  threatening  the  legal  defenses  of 
employers  who  do  not. 

We  therefore  conclude  from  the  b(*tter  results  of  Vauo-  y^  c^oxma 
pean  experience  that  for  reasons  of  justice,  (H*(momy  and  sy.s{|!n"'*''^''' 
well-being  we  ought  to  endeavor  to  substitute*  for  a  syst(Mii  a,i|J*  jlesirab 
in  wliich  redress  for  injuries  receiv(»d  in  employment  r(*sts 
upon  established  fault,  one  in  which  limited  compensation 
is  assured  for  all  such  injuri(»s,  by  methods  making  pos- 
sible such  broad  distribution  of  the  burden  as  will  rest  no 
harmful  weight  upon  individuals,  and  prot(M-t  and  iMieour- 
age   the  careful   emjiloyer.     We   believe   assunMl   liinite<l 
comp(Misation  for  work  injuries  to  be  a  dc^sirable  and  nec- 
essary end,  to  be  successfully  execut(Ml  through  a  method  of 
insurance  clearly  ju'oviding  an  equitable,  certain  and  de- 
finite* distribution  of  risk. 

No  scheme  can  be  complete  or  satisfactory  which  does  Aoiidont 
not  inseparably  assocmte  pri^vention  with  compensation,  inspection 
authorizing  intelligent   and   impartial   state  and  private 
inspection,  arcmsing  public  interest  and  directing  the  pub- 
lic mind  to  the  importance  of  averting  accident,  an  object 
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to  be  attained  through  municipal  and  state  museums  of 
safety  appliance  and  the  continuous  compilation  and  pub- 
lication of  accident  statistics. 
Final  Successful  legislative  action  throughout  Europe  has 

Suznmary 

been  preceded  by  deliberate  and  painstaking  investigation, 
extending  in  many  instances  tlirough  years  of  effort  in  the 
collection  and  comparison  of  information.  We  are  fortu- 
nately able  to  avail  ourselves  of  the  most  i)ractical  features 
of  the  Old  World's  labor  and  experience.  But  we  should 
make  a  start  for  ourselves  here  and  now,  providing  at  once 
for  the  accumulation  in  our  respective  states  of  that  ac- 
curate information  which  is  a  basic  necessitv  for  intelli- 
gent  action.  Having  once  determined  upon  a  rational  pol- 
icy of  compensation,  we  l)elieve  rapid  pi*ogi*ess  can  be  made 
in  giving  it  appropriate  legal  foi'm  and  adapting  it  to  our 
customs  and  institutions.  We  should  act  now  and  as  rapid- 
ly as  is  compatible  with  the  greatness  and  complexity  of 
tlie  subject  and  its  intimate  relation  to  the  prosperity  of 
the  employers  and  workmen  of  our  country. 

We  do  not  believe  we  can  draw  our  discussion  to  a  close 
more  fittingly  than  by  quoting  from  an  English  official 
source  a  statement  that  at  once  epitomizes  our  problem  and 
contains  a  final  word  of  admonition : 

"Whatever  nmv  be  the  true  view"  as  to  the  inci- 
dence  of  the  burden  of  c*omi)ensation  for  accidents, 
it  seems  plain  that  if  the  cost  thrown,  at  all  events 
in  the  first  instance,  on  the  employer  is  excessive, 
the  ultimate  loss  consequent  thereon  will  fall  w^ith 
equal  or  greater  weight  upon  the  workman*  either 
by  diminution  of  w^ages  or  loss  of  employment,  or 
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loss  through  the  insolvency  of  the  enii)loyer.  The 
problem,  therefore,  is  to  attempt  such  an  adjustment 
of  the  burden  as  will  enable  the  great  industries  of 
the  country  to  be  carried  on  without  an  excessive 
share  of  the  losses  occasioned  by  industrial  acci- 
dents being  thrown  either  on  the  employer  or  the 
employed." 
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APPENDIX 

PART  I 

However  fair  and  unprejudiced  an  inquiry  is,  the  personal  view- 
point of  the  investigators  is  sure  to  influence  the  findings. 

This  report  is  made  from  the  viewpoint  of  the  humane,  pro- 
gressive employer,  and  is  intended  primarily  for  the  information  of 
employers.  By  humane  and  progressive  employer  is  meant  the  man 
who,  while  having  achieved  success  as  a  manager  of  men  or  captain 
of  industry,  places  humanity,  patriotism  and  good  citizenship  abote 
personal  or  class  interest. 

In  order  that  the  reade**  may  have  the  opportunity  of  drawing  his 
own  conclusions,  we  print  herewith  a  number  of  letters  written  by 
men  of  great  importance  in  European  systems  of  workmen*s  compen- 
sation for  occupational  accidents.  We  call  special  attention  to  the 
first  two  letters,  the  writers  being  Dr.  Kaufmann,  President  of  the 
German  Imperial  Insurance  Department,  and  Dr.  Spiecker,  Chairman 
of  the  League  of  Employers*  Associations  and  President  of  the  Sie- 
mens &  Halske  Company.  There  are  no  bigger  and  broader  men  any- 
where connected  with  the  subject  under  consideration  and  their  readi- 
ness to  help  the  National  Association  of  Manufacturers  in  its  search 
for  information  and  education  should  be  hailed  as  the  first  evidence 
of  international  co-operation   among  employers'  associations. 

That  co-operation  of  this  kind  between  European  and  American 
employers  can  be  of  great  service  to  all  concerned,  requires  no 
prophet's  mind  to  foretell. 
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■niANSLATION     OF     LETTER     FROM     DR.     PAUL     KAUFMANN, 

PRESIDENT    GERMAN    IMPERIAL    INSURANCE 

DEPARTMENT 


Bemj.v.  Octob€r  11,  1910. 


My  DtAR  Mr.  Schwci 
In  view  0 


Da.  FiuL  K. 


r  the  enlightened  interest  which 
you  have  shown  In  the  German  system  ot 
workers'  social  insurance  during  our  various 
conferencee,  I  gladlr  comply  with  your  re- 
queet  to  sum  up  the  principles  upon  which 
this  great  monument  was  built. 

The  underlying  thought  ot  German 
workers'  social  insurance  la  a  barmonious 
combination  of  compulsory  and  voluntary  ac- 
tion. Workers'  insurance  Is  obligatory  under  the  law  and  the  obligatory 
principle  Is  indispensable  for  workers'  insurance  on  a  large  scale.  The 
obligatory  principle  was  very  much  opposed  for  a  while  after  the 
memorable  Imperial  message  of  November  IT,  18S1.  Only  through 
the  overpowering  personality  of  Prince  Bismarck  could  this  oppositloc 
be  overcome. 

Today  no  further  doubt  exists  In  Germany  as  to  the  necessity  of 
the  obligatory  principle.  There  is  a  growing  demand  for  the  exten* 
slon  of  obligatory  insurance  to  Ihe  middle  classes.  The  obligatory 
principle  has  been  recognized,  not  only  in  Germany  but  by  other 
nations,  notably  at  the  last  International  Insurance  Congress  In  Rome. 
Far-reaching  freedom  of  action  is  an  Important  part  of  the  Ger- 
man obligatory  system.  Workers'  Insurance  Is  carried  out  through 
legally  Incorporated  organizations  with  extensive  self-governing  privi- 
leges. AcctOent    insurance   rests   In    the   hands  ot  employers'  assocla- 
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tions.  Prince  Bismarck  directed  that  these  employers*  associations 
must  be  given  the  greatest  possible  freedom.  They  must  be  kept  free 
from  unnecessary  restraint,  bureaucratic  control  and  red  tape. 

In  keeping  with  these  directions  employers*  associations  were  Legal  Powers 
given  complete  self-administration  and  were  equipped  with  the  neces-  Associati^ons* 
sary  legal  powers  to  control  their  members  and  enforce  compliance 
with  regulations  by  fines  and  otherwise.  This  holds  good  in  agri- 
culture and  forestry,  as  well  as  in  the  industries,  and  in  invalid- 
ity and  accident  insurance.  The  men  holding  the  honorary  positions 
as  leaders  of  these  associations  have  been  a  strong  and  influential 
force  in  the  progress  and  success  of  the  insurance  system. 

It  is  essentially  the  principle  of  self-administration  that  takes 
away  the  objection  to  compulsion.  German  employers  have  carried 
the  insurance  burdens  willingly.  The  exacting  oflBces  of  elected  lead- 
ers have  been  carried  in  a  spirit  of  patriotic  duty.  To-day  the  ten- 
dency among  employers  is  to  go  further  than  compliance  with  legal 
requirements.  Many  associations  have  pushed  workers*  welfare  much 
beyond  their  legal  duties.    This  is  one  of  the  most  gratifying  features 

accompanying  our  social  legislation.    To-day  employers'  associations —  „ 

Harmonious 

industrial  and  agricultural — work  in  close  harmony  with  state,  terri-   Relations  with 

Government 
torial,  city  and  country  officials  toward  improving  the  conditions  of  Authorities 

the  poorer  classes. 

Social  insurance  has  indeed  been  a  school  of  social  progress  for 
the  whole  German  nation.  Particularly  pleasing  has  been  its  influence 
upon  the  workers.  They  have  carried  their  burden  of  the  cost  of  insur- 
ance and  naturally  they  have  taken  part  in  conducting  the  system.  They 
are  represented  jointly  with  employers  in  arbitration  courts  and  final 
appeal  courts.  The  close  contact  established  between  employers  and 
workers  has  brought  about  better  relationship.  They  have  worked  to- 
gether in  every  way  with  understanding  and  without  prej 
is  no  doubt  a  result  of  our  social  insurance  that  the  fee! 
employers  and  workers  is  growing  more  friendly  right  al 
there  is  much  less  industrial  strife  here  than  elsewhere. 
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Harmony  all 
Around 


Facts  and 
Figures 


Prevention 
Better  Than 
Cure 


The  happy  combination  of  compulsion  and  voluntary  action  has 
also  worked  out  well  in  the  relation  between  the  insured,  the  insurer 
and  the  state.  Respect  for  legal  authority  on  the  one  side  and  recogni- 
tion of  legal  autonomy  on  the  other  have  produced  complete  har- 
mony all  around  which  has  never  been  disturbed  for  a  moment,  and 
which  is  so  essential  to  success. 

You  must  have  been  impressed  with  the  evidences  of  the  harmon- 
ious relations  between  employers  and  government  officials  during  your 
presence  at  the  celebration  of  the  25th  anniversary  of  our  accident  in- 
surance system;  the  evidences  of  our  standing  shoulder  to  shoulder, 
which  were  specially  noticeable  through  spontaneous  and  enthusiastic 
manifestation  of  confidence  and  harmony  with  state  insurance  officials 
that  were  received  from  the  members  of  employers*  associations. 

From  your  studies  you  understand  in  a  general  way  the  manifold 
benefits  of  our  insurance  system.  Nevertheless,  I  want  to  call  at- 
tention to  a  few  facts  and  figures.  Up  to  December  1909,  the  com- 
plete system  (accident,  sickness  and  invalidity  insurance)  paid  $1,925,- 
000,000  to  94,000,000  sick,  injured,  invalidated  workers  and  their  de- 
pendents. The  complete  system  pays  out  daily  $475,000  and  has  accu- 
mulated reserve  funds  amounting  to  $540,000,000.  These  figures  give 
an  indication  of  the  economic   importance  of  social   insurance. 

The  wisdom  of  giving  employers'  associations  all  possible  free- 
dom of  action  becomes  especially  evident  in  two  directions,  namely: 
accident  prevention  and  systematic  care  of  the  Injured  and  sick. 
Recognizing  that  it  is  of  prime  importance  to  prevent  injury  since 
compensation  will  never  replace  a  father  who  has  been  killed,  or  make 
up  for  lost  limbs,  state  officials  and  officers  of  employers'  associa- 
tions have  concentrated  their  combined  energies  upon  prevention, 
and  wonderful  have  been  the  results.  Scientific  accident  prevention 
is  now  recognized  as  a  special  and  important  branch  of  technical 
engineering.  Invention  and  prevention  have  gone  hand  in  hand  in 
this  work  as  advance  agents  of  civilization. 

EJqually  important  has  proven  systematic  care  of  sick  and  injured 
workers,  in  fact,  it  has  created  a  new  special  field  for  the  medical 
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protesBion.    Without  the  aid  of  this  new  agency  our  present  protniBing  special  Field 
campaign   against   tuberculosis   would   be    imposBlble.     The   workers'  1"^^"^^  "^ 
iives  preserved  In  this  manner  mean  maintenance  and  Increases  of 
our  national  resources,  and  in  this  way  give  plentiful  returns  for  tba 
heavy  financial  burdens  which  social  Insurance  place  upon  our  eco- 
nomic structure.    It  Is  not  an  accldeot  that  the  unprecedented  expan- 
sion of  German  commerce  and  Industry  and  the  wonderful  Increase  .   _ 
in  the  economic  welfare  of  the  nation  during  the  last  twenty  years  have 
happened  concurrently  with  thorough-going  Improvement  In  the  con- 
dition of  our  workers.  There  Is  a  close  connection  between  the  two 
events.    The  successful  handling  of  the  labor  question  through  social 

Insurance   is   one   of   the   strongest   factors    In    Germany's    constantly   Prosperity 

Helped    by 
growing  Industrial  progresB.    May  Germany  And  among  yonr  country-  Byateta 

men  active  allies  in  the  direction  of  Its  arduous  task  for  reform! 

The  United  States  of  North  America  can  build  no  better  monu- 
ment of  Its  strength  and  Idealistic  sentiment  than  through  a  succeas- 
tul  solution  of  the  problem  of  workers'  social  Insurance.  That  this 
may  take  place  soon  is  the  heartfelt  wish  of 

Tours  very  truly, 

(Signed)    Dr.   Pxti.  KAtJFiiASir, 
President  Imperial  Insurance  Department 
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TRANSLATION       OF       A       LETTER       FROM       DR.       SPIBCKER. 

PRESIDENT  OF  SIEMENS  £  HALSKE  CO,  AND  CHAIRMAN  OF 

THE  LEAGUE  OF  GERMAN   EMPLOYEmS'  ASSOCIATIONS 


Beslin,  Oct.  7,  1910. 
Mb.  F.  C.  Schwkdtman, 
iiv  Dear  Sir: 

In  further  reference  to  our  today's  con- 
lereiice  regarding  workers'  accident  and  In- 
validity lusurauce,  I  want  to  point  out  and 
lay  special  strees  upon  the  thought  which  I 
voiced  in  the  address  of  welcome  on  the  25tb 
anniversary  of  our  system  In  the  Reichstag 

„     „   .    _  building  a  few  days  ago. 

Dm.  P.  A.  SpiKCKn 
Chairman  Lcbkuc  at  Empioj'-      During    the    preliminary    consideration    of 

"**'""'"''  "'"  the  social  insurance  laws  Prince  Bismarck 
coined  the  tlaasical  phrase  "Freedom  of  Organization,  Obligatory 
Results."'  At  Ihat  time  German  Industries  accepted  "obligatory  reaulta" 
under  ihe  promise  of  "freedom  of  organization."  which  means  Employ- 
ers' Associations' aelf-government  ot  their  workers'  compensation  In- 
surance system.  This  principle  seemed  to  give  the  best  promise  of 
meeting  the  desired  statutory  Insurance  requirements,  the  underlying 
broad  principles  of  humanity,  and.  above  all.  effective  accident  preven- 
tion. Today,  after  twenty-flve  years'  experience,  the  correctness  of  this 
judgment  Is  evident. 

Twenty-flve  years  have  changed  "obligatory  results"  to  voluntary 
performances.  Today  everybody  who  views  the  situation  without  prej- 
udice must  acknowledge,  and  does  acknowledge,  that  the  task  of  the 
employers'  associations  [n  this  field  is  a  great  blessing  not  only  to  the 
workers,  but  to  the  Industries.     It  is  perfectly  evident  today  that  we 
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have  secured  higher  efficiency  in  our  industries  due  to  increased 
workers*  efficiency,  all  brought  about  by  relieving  our  workers  from 
worries  and  distress  on  account  of  sickness,  injury,  superannuation  and 
invalidity. 

You  will  remember  that  each  time  when  I  gave  voice  to  this  senti- 
ment during  my  celebration  speech  the  whole  assemblage  heartily  ap- 
plauded and  this  must  convince  you  that  my  sentiment  and  experience 
are  in  keeping  with  that  of  German  industries. 

Regarding  the  relationship  of  the  Imperial  Insurance  Office  to  the 
self-governed  employers'  insurance  associations,  please  remember  that 
every  speaker  during  the  recent  celebration  laid  stress  upon  the  fact 
that  this  relationship  is,  and  has  been,  thoroughly  satisfactory  during 
the  past  twenty -five  years.    The  government  insurance  department  has 
found    its    proper    function    in    supervising    watchfulness    to    secure   poeg  n^t 
proper  compliance  with  the  requirements  of  the  law.    We  have  had  no   yJith^eTf- 
interference  with  the  management  of  our  associations.  The  relation  be-    Government 
tween  the  two  institutions  is  proof  of  mutual  confidence  as  the  basis 
for  complete  and  harmonious  co-operation. 

Very  truly  yours, 

(Signed)   Db.  Spiecker. 

Chairman  League  of  German  Elmployers'  Associations. 
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System  Ideal 


Compulsion 
Necessary 


Workers 
Satisfied 


BfAiNz,  September  1,  1910. 

Mb.  F.  C.  Schwedtman, 

Berlin. 
Dear  Sir: 

Answering  your  favor  of  the  20th  ult.,  I  beg  to  say  the  following: 

In  my  opinion,  the  accident  insurance  system  prevailing  in  Ger- 
many at  the  present  time  is  not  only  good,  but  ideal.  Changes,  ex- 
cept in  minor  details,  do  not  seem  to  me  to  be  either  necessary  or 
advisable.  The  system  has  stood  the  test  both  from  a  humane  point 
of  view  and  otherwise.  To  think  of  abolishing  it  would  be  absurd. 
Insurance  under  a  national  system  of  this  kind  must,  in  my  opinion, 
be  compulsory,  if  success  is  to  be  achieved.  Experience  has  shown 
that,  if  left  to  the  individual  employer's  discretion,  insurance  is  not 
taken  out  by  a  great  many.  Not  only  is  this  detrimental  to  the  inter- 
ests of  the  workingmen  of  such  employers,  but  obviously  other  em- 
ployers, more  keenly  alive  to  their  duties  and  responsibilities,  are  also 
affected. 

In  spite  of  the  efforts  of  social  democracy  to  minimize  the  benefits 
of  accident  insurance,  German  workingmen  are  undoubtedly  better 
satisfied  under  the  present  system  than  they  would  be  without  it.  At 
least,  those  who  have  experienced  the  benefits  afforded  by  the  system 
feel  it  as  a  blessing.  Class  distinctions  have  been  alleviated  by  the 
adoption  of  accident  insurance  laws.  It  was  not  without  reason  that 
the  French  social  democrat  Herv6  exclaimed,  at  the  Socialist  Congress 
in  Stuttgart  several  years  ago.  pointing  to  the  well-satisfied  appear- 
ance of  the  German  workingmen:  "They  are  no  Proletarians  at  all, 
but  belong  to  the  Bourgeoisie."  Other  indications  that  the  German 
workingmen  are  coming  to  their  senses  are  also  In  evidence.  At  any 
rate,  the  effects  of  accident  insurance  and  accident  prevention  are 
making  themselves  felt  socially  in  a  most  favorable  manner.  As  the 
compensation  is  paid  out  of  the  Sick  Fund  during  the  first  13  weeks, 
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the  workingmen  bear  a  certain  part  of  the  cost  of  accident  insurance, 
their  contribution  to  this  Fund  being  two-thirds.  This  constitutes 
only  a  very  small  fraction  of  the  total  expense  of  sickness  insurance 
and  even  a  smaller  part  of  the  cost  of  accident  insurance,  however. 
It  was  more  on  account  of  their  being  local  organizations  and,  there- 
fore, better  able  to  render  prompt  aid  in  case  of  accident,  that  the 
Sick  Funds  were  called  upon  to  render  the  initial  payments  to  injured 
workers.  Again,  the  fact  should  not  be  overlooked  that  the  employers 
who,  nominally,  only  pay  one-third  of  the  contributions  making  up 
the  Sick  Fund  (the  other  two-thirds  being  paid  by  the  workingmen  in  the  End 
themselves)  in  reality  pay  all  of  it,  since  the  adoption  of  laws  com-  ^^yj^Yu 
pelling  workers  to  insure  themselves  against  sickness  through  the  so- 
called  "Krankenkassen"  (Sick  Funds)  resulted  in  a  general  increase 
in  wages.  The  assertion  may  safely  be  made  that  the  cost  of  any 
system  of  compensating  workingmen  must,  in  the  end,  be  borne  by 
the  employers,  directly  or  indirectly. 

Simulation  is  no  doubt  diminished  by  the  fact  that  the  first  pay- 
ments are  made  out  of  the  Sick  Fund,  the  officers  of  which,  being  on 
the  ground,  are  in  a  position  to  ascertain  the  true  extent  of  injuries 
caused  by  an  accident.  The  Employers'  Associations,  however,  pro-  simulation 
tect  themselves  very  effectively  against  simulation  by  means  of  sys- 
tematic medical  surveillance  (if  necessary  in  sanitariums,  etc.)  and 
in  other  ways  by  keeping  in  touch  with  the  injured  man  through  his 
former  employer  and  their  own  officials. 

In  my  opinion,  it  would  be  inadvisable  to  increase  the  working- 
men's  contributions  to  accident  insurance,  as  such  contributions 
would  eventually  come  out  of  the  employers*  pockets,  anyway,  and 
would,  therefore,  only  cause  needless  complications.  The  German 
Accident  Insurance  System  is  properly  based  on  the  theory  that  the 
damage  caused  to  life  and  limb  by  industrial  accidents  must  practi- 
cally be  made  good  by  the  employers,  as  part  of  their  manufacturing 
cost. 

On  general  social  principles  it  is  undoubtedly  desirable  that  agri- 
cultural occupations  are  included  in  the  accident  insurance  system. 
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It  is,  however,  of  no  economic  importance  to  the  industrial  employer 
whether  or  not  agricultural  workers  are  also  insured  against  accidents 
the  same  as  those  engaged  in  industrial  occupations.  The  only  effect 
the  non-insurance  of  agricultural  workers  can  have  is  to  increase  the 
number  of  men  available  for  industrial  activities. 

It  is  my  belief  that  to  operate  an  accident  insurance  system  suc- 
cessfully, whether  it  applies  to  industry  or  to  agriculture,  or  to  both, 
it  is  necessary  to  organize  the  employers  into  groups  and  to  ascertain 
the  varying  degrees  of  hazard  for  each  occupation  by  means  of  care- 
fully kept  statistics,  on  which  the  cost  of  the  insurance  to  each  em- 
ployer should  be  based. 

There  is  no  doubt  in  my  mind  that  German  employers  are  unani- 
mous in  their  opinion  with  reference  to  the  points  discussed  above. 

Yours  very  truly, 
(Signed)       Martin  May, 
Chairman  Employers'  Association  for  the  Leather  Industry. 


Beblin,  August  24,  1910. 


Adequacy  of 
Compensa- 
tion 


My  Dear  Pbofessor  Manes: 

In  reply  to  your  inquiry  of  the  22nd  inst.,  I  beg  to  say  that  the 
German  System  of  Accident  Insurance,  in  my  opinion,  answers  its 
purpose  admirably.  The  object  of  this  system  is  to  make  the  employers 
instead  of  the  workingmen  bear  the  economic  consequences  of  indus- 
trial accidents,  the  underlying  principle  being  that  the  former  are  the 
principal  beneficiaries  of  industrial  activity  and,  therefore,  responsi- 
ble for  the  damage  to  life  and  limb  caused  by  accidents.  The  rule 
established  to  pay  the  workingmen  two-thirds  of  their  previous  earn- 
ings in  the  case  of  complete  disability  seems  to  me  to  be  a  fair  one. 

In  fixing  the  maximum  compensation  at  two-thirds  of  the  annual 
earning  capacity  the  fact  has  been  taken  Into  account  that  working- 
men  can  considerably  reduce  their  living  expenses  when  not  at  work; 
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at  the  same  time  they  are  less  apt  to  "take  chances"  in  their  work 
than  if  the  compensation  amounted  to  their  entire  earnings. 

Another  still  more  valuable  feature  of  our  accident  insurance  sys- 
tem is  the  fact  that  only  employers  in  the  same  line  of  industry  and 

Value  of 
operating  under  more  or  less  the  same  hazards  are  organized  into  one  organizing 

insurance  association.     It  is  obvious  that  manufacturers  in  the  same  ^^nipoyersby 

Industries 

line  of  industry  know  best  just  how  to  meet  the  element  of  danger 
in  their  establishments  and  how  to  devise  the  proper  accident  pre- 
vention measures  based  on  practical  experience. 

Furthermore,  it  is  a  very  good  plan  to  let  the  employers  manage 
this  branch  of  insurance  themselves  without  giving  the  authorities  too 
much  chance  for  interference. 

It  also  seems  to  me  to  be  the  correct  point  of  view  to  base  the 
workingman's  right  to  compensation  solely  on  the  fact  that  an  acci- 
dent has  occurred,  regardless  of  who  is  responsible*  for  it.     Formerly 

the  law   required  that  the  employer's  responsibility  for  an  accident 

Cause  of  Ac- 
be  proven  and  this  led  to  unreasonable  demands  and  to  conditions  in  cident  imma- 

terial 
general   which   became  practically   unbearable.     All   this  was   due  to 

the  fact  that  the  laws  of  the  land  seemed  to  be  in  conflict  with  the 
ever-growing  sense  of  social  responsibility.  Our  present  accident 
laws  have  successfully  met  this  sftuation. 

Trusting  that  the  above  remarks  will  assist  you  in  your  investi- 
gation, I  beg  to  remain, 

Yours  etc.. 

(Signed)       Dr,  W.  Waldschmidt, 

Director  Ludwig  Loewe  &  Co. 
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WoLFswiNKEL,  September  21.  1910. 


Could  not 
Conceive  of 
Better 
System 


Strengrthens 
Employers' 
Feeling  of 
Solidarity 


Mr.  F.  C.  Schwedtman, 

Berlin. 
Dear  Sir: 

After  having  been  absent  for  four  weeks,  I  find  your  valued  favor 
of  the  20th  ult.,  upon  my  return.  Kindly  excuse  the  delay  in  an- 
swering. 

As  you  may  infer  from  the  fact  that  I  am  the  Chairman  of  an 
Employers'  Association.  I  am  heartily  in  favor  of  accident  compensa- 
tion insurance,  and  particularly  of  the  German  system  in  its  present 
form.       Without    any    fear   of   contradiction.    I    may    safely    claim    it 

m 

has  operated  in  an  exceptionally  satisfactory  manner,  both  from  a 
business  and  a  humane  point  of  view.  Indeed,  I  could  not  conceive 
of  anything  better  adapted  to  meet  the  requirements.  I  am  quite  in 
favor  of  leaving  the  larger  part  of  the  burden  of  expense  with  the  em- 
ployers. My  opinion,  which,  by  the  way,  is  shared  by  an  overwhelm- 
ing majority  of  the  German  employers,  is  that  it  would  be  anything 
but  wise  to  revive  the  conditions  which  existed  before  our  present 
system  was  adopted — conditions  which  had  become  practically  un- 
bearable owing  to  the  inadequacy  of  private  insurance  companies  and 
the  legal  battles  constantly  under  way.  General  compulsory  insurance 
is  necessary  to  prevent  discrimination  and  consequent  unrest  and  dis- 
satisfaction.    It  also  strengthens  the  employers*  feeling  of  solidarity. 

So  far  as  I  am  able  to  judge,  the  trade  unions  have  not  been 
affected  one  way  or  the  other  by  our  accident  insurance  system;  on 
the  other  hand,  the  public  charity  organizations  which  formerly  had 
to  care  for  the  victims  of  industrial  accidents  are  now  much  relieved 
and  can  use  their  resources  for  other  purposes. 

The  system  is  appreciated  to  a  greater  extent  by  the  workingmen 
in  the  small  rural  industrial  districts  than  by  those  in  the  large  cen* 
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ters,  where  agitation  and  demagoglsm  are  at  work.  The  workingmen 
pay  their  contribution  to  the  Sick  Fund  quite  willingly — more  in  view 
of  possible  sickness,  of  course,  than  because  of  the  comparatively 
lesser  chance  of  accidents. 

Neither  do  the  workingmen  take  exception  to  the  amount  of  the  workers* 
cash  contributions  they  have  to  make  to  the  Sick  Funds  because  the 
benefits  paid  to  them  are  proportionately  high  and  their  families  are 
benefited  by  contributory  insurance.  Simulation  is  diminished,  too. 
The  workingmen's  contribution,  therefore,  has  a  beneficial  effect  on 
the  system  generally. 

A  national  system  of  accident  insurance,  in  ray  opinion,  should 
include  agricultural  occupations,  and  I  believe  German  agriculture 
has  been  greatly  benefited  by  being  made  a  part  of  the  general  acci- 
dent insurance  system. 

I  trust  that  these  few  remarks  will  give  you  an  idea  of  how  our 

accident  insurance  system  is  looked  upon  by  German  employers,  and 

I  beg  to  remain, 

Yours  truly, 

(Signed)  Karl  Mabggraff. 

Chairman  Paper  Manufacturers*  Association. 


Dresden,   September  13,  1910. 
My  Dear  Mr.  Sciiwedtman: 

Employers'  Associations  have  now  existed  in  Germany  for  25  years, 
during  all  of  which  time  I  have  acted  as  chairman  of ^  the  Saxonian 
Woodworkers*  Employers'  Association,  so  that  I  am  speaking  from 
practical  experience  in  answering  your  questions  as  follows: 

(1)  Do  you  approve  the  German  Accident  Insurance  System  in  its 
present  form? 

In  my  opinion  the  system  is  exceedingly  practical,  especially  be- 
cause of  the  self-governing  feature  of  the  EJmployers'  Associations,  by 
which  all  red  tape  is  eliminated  and  injured  workingmen  enabled  to  ^^  j^^ 
secure  an  income  or  a  pension  as  quickly  as  possible  and  without  the  Tape 
necessity  of  complying  with  irksome  formalities. 
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Only  Minor 
Points  Sus- 
ceptible of 
Improvement 


Socialists  An- 
tagronistic  to 
System 


Public  Charity 
Relieved 


(2)  What  changes  would  you  suggest? 

We  approve  of  the  fundamental  principles  of  our  accident  insur- 
ance system.  In  minor  points,  such  as  the  accumulation  of  too  large 
a  reserve  fund,  the  miscarriage  of  Justice  by  allowing  pensions  for 
small  injuries,  etc..  we  think  the  system  is  susceptible  of  improvements. 

(3)  Has  the  German  system  stood  the  test  both  from  a  humane 
and  a  business  point  of  view? 

The  German  system  has  proven  very  satisfactory  from  both  points 
of  view. 

(4)  If  it  were  possible  to  abrogate  all  German  accident  compensa- 
tion and  insurance  laws,  would  you  be  in  favor  of  doing  so? 

By  no  means;  for  that  would  be  downright  folly. 

(5)  Do  you  consider  general  compulsory  insurance  absolutely 
essential  to  the  success  of  a  national  system? 

Yes. 

(6)  Does  the  accident  insurance  system  make  the  German  work- 
ingman  better  satisfied? 

Gratitude  for  accident  pensions  is  frequently  met  with  in  German 
workingmen,  but  social  democracy  takes  good  care  not  to  let  this  feel- 
ing become  general  among  the  workingmen. 

(7)  Has  the  accident  insurance  system  strengthened  or  weakened 
workingmen's  organizations  (trade  unions)? 

Since  the  employers  bear  the  greater  burden  of  accident  insur- 
ance and  therefore  manage  the  affairs  of  their  insurance  associations  to 
suit  themselves,  our  accident  insurance  system  does  not  exert  any  in- 
fluence on  trade  unions. 

(8)  What  is  the  social  and  economic  result  of  the  German  Acci- 
dent Insurance  and  Accident  Prevention  System?  (Sickness  insur- 
ance, old  age  and  disability  insurance  do  not  enter  into  consideration 
at  this  time.) 

German  workingmen  injured  by  accidents  no  longer  become  a 
burden  on  public  charity,  and  the  formerly  frequent  sight  of  cripples. 


LETTERS  FUOM  PROMINENT  GERMAN  AUTHORITIES      289 

street   musicians  and   beggars   is   no   longer   met   with.   Through   the 

accident  prevention  system  all  employers  are  obliged,  under  penalty 

of  heavy  fines  and  even  imprisonment,  to  install  in  their  plants  such 

accident  prevention  appliances  as  may  be  prescribed  by  the  Industrial   Accident  Pre- 
vention De- 
Board  of  Inspection  and  the  Employers'  Association.    At  regular  inter-  manded  by 

vals  the  Board  of  Directors  of  the  Employers'  Association  inspects  the 

various  plants  within  its  jurisdiction  and  sees  that  they  are  equipped 

with  the  necessary  improvements  and  devices  for  preventing  accidents. 

(9)  Is  the  workers'  contribution  to  the  accident  insurance  bene- 
fits (through  the  compensation  for  the  first  thirteen  weeks  paid  out  of 
the  Sick  Funds)  of  any  importance? 

While  this  contribution  does  not  amount  to  very  much,  it  is  of 
value  because  the  Sick  Fund  authorities  clear  up  the  facts  in  the  case 
and  make  it  apparent  at  once  whether  an  accident  exists  or  not. 

(10)  Has  it  diminished  simulation? 

Simulation  has  undoubtedly  increased  rather  than  diminished. 
Many  workingmen  will  stop  short  of  nothing  to  procure  a  pension  for 
themselves  through  the  accident  insurance  system. 

(11)  Are  you  in  favor  of  increasing  the  workingmen's  contribu- 
tion or  would  you  eliminate  it  altogether? 

We  employers  are  not  in  favor  of  increasing  the  workingmen's  . 

contribution,  since  this  would  entitle  them  to  a  voice  in  the  manage-   workers'  Con- 
tribution not 
ment  of  the  Employers'  Associations,  and,  therefore,  enable  socialistic  Desirable 

agents  to  penetrate  into  our  very  midst,  thus  opening  the  door  to  their 

propaganda,  as  was  shown  in  connection  with  the  Sick  Funds. 

(12)  Is  it  of  any  interest  to  the  industrialist  to  have  the  farmer 
covered  In  a  national  accident  compensation  system? 

Yes;  If  for  no  other  reason,  justice  demands  it. 

(13)  Do  many  other  employers  share  your  opinion  on  the  above 
points? 

I  have  every  reason  to  believe  that  other  employers  hold  the  same 
views  as  I  do  with  regard  to  our  accident  Insurance  system. 

The  above  In  answer  to  your  questions.  My  statements,  as  al- 
ready  suggested,   are   based   on    25   years*    practical    experience.     Of 
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course,  there  are  many  details  which  might  be  of  interest  and  I  shall 
be  pleased  to  give  you  any  further  information  desired. 

Yours  truly, 

(Signed)    Ebnst  Gbumbt, 

Chairman  Saxonian  Woodworkers*  Employers'  Association. 


Ranks  Amonsr 
Greatest 
Achievements 
of  Nineteenth 
Century 


A  Great  and 
Noble  Task 
Accomplished 


Bkrun,  September  21,  1910. 
Mb.  F.  C.  Sciiwedtman, 
Hotel  Bristol. 

My  Dear  Sir: 

German  legislation  for  the  protection  of  workmen,  in  my  opinion, 
ranks  among  the  greatest  achievements  of  the  nineteenth  century.  Its 
chief  value  lies  in  the  fact  that  all  workmen  and  administrative  offi- 
cials who  depend  upon  their  labor,  strength  and  health  for  a  living 
are,  by  law,  protected  against  distress  caused  by  sickness,  accident, 
disability  or  old  age,  and  guaranteed  the  right  to  an  income  sufficient 
to  keep  them  out  of  the  poor  house. 

This  legislation  has  accomplished  what  in  the  well-known  Imperial 
message  of  November,  1881,  was  pronounced  to  be  the  first  and  noblest 
task  ttat  could  devolve  upon  any  commonwealth. 

That  other  countries  have  either  already  followed  Germany's  lead 
or  are  preparing  laws  for  the  protection  and  compensation  of  working- 
men,  can,  therefore,  be  readily  understood  and  must  prove  a  source 
of  gratification  to  our  people.  What  has  been  accomplished  by  Ger- 
many in  the  way  of  accident  and  disability  insurance  was  again 
demonstrated*  to  the  entire  world,  both  orally  and  in  writing,  during 
the  25th  anniversary  of  these  branches  of  our  insurance  system  on 
October  1,  1910. 

As  the  president  of  the  second  largest  employers*  association  in 
Germany,  the  Storage  Employers'  Association,  I  principally  had  acd- 
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dent  compensation  insurance  in  view  in  making  the  above  remarks, 
but  it  may  be  claimed  without  exaggeration  that  the  other  two  branches 
of  insurance  have  proven  equally  desirable. 

Yours  very  truly, 

Emil  Jacob, 

Chairman  of  the  Storage  Employers'  Association,  and  Secretary  of  the 
League  of  German  Employers'  Associations. 


COLOG>'E-BAYIiNTHAL,   AugUSt    15,    1910. 

My  Dear  Professor: 

Your  favor  of  the  8th  inst.  only  reached  me  to-day,  as  I  have  been 
traveling  about  from  place  to  place;  I,  therefore,  trust  you  will  excuse 
the  delay  in  answering. 

You  desire  to  have  my  opinion  concerning  the  expediency  of  the 
German  Accident  Insurance  System.  I  could  merely  answer  that  I 
consider  this  institution  and  the  laws  on  which  it  is  based  Germany's 

greatest  achievement  in  the  line  of  social  reform  in  the  last  three  dec-  Germany's 

Greatest 
ades.     I  am  not   egotistical  enough,  however,  to  believe  that  such  a  Achievement 

personal  statement  on  my  part  would  impress  the  industrialists  of  the  "  ^ 
United  States  to  any  great  extent  or  have  any  influence  towards  the 
adoption  of  a  similar  system  in  the  United  States,  and  I,  therefore, 
prefer  to  call  your  attention  to  the  "Report  on  the  Proceedings  of  the 
Extraordinary  Session  of  the  Employers'  Associations,  held  on  May 
26,  1909,"  which  may  be  considered  an  authoritative  and  impressive 
document  in  proof  of  the  fact  that  the  duly  authorized  representatives 
of  all  German  Employers'  Associations,  comprising  every  trade  and 
industry  in  the  empire,  consider  our  accident  insurance  system  so  ex- 
cellent and  efficient  an  institution  that  only  minor  details  of  it  seem 
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Radical 
Changres  not 
Desired 


susceptible  of  improvement  to  them  and  they  are  not  in  favor  of  fun- 
damental changes  such  as  the  government,  in  its  new  bill  relating  to 
Imperial  Insurance  Regulation,  is  aiming  at.  Resolutions  to  this  effect 
were  passed  unanimously  by  the  associations  represented  and  there  was 
not  a  single  dissenting  voice  on  the  subject,  all  of  which  speaks  vol- 
umes for  the  accident  insurance  system  in  its  present  form. 

Yours  very  truly, 
(Signed)  Ernst  Lech.ver, 

Chairman  of  the  Machine  Builders'  and  Hardware  Manufacturers'  As- 
sociation. 


Berlin,  September  16,  1910. 


Territorial 
AsHOoiations 
Versus  Ger- 
man  System 


Mb.  Ferdinand  C.  Schwedtman, 

Hotel  Bristol. 
Dear  Sir: 

In  reply  to  your  inquiry  of  the  20th  ult.,  and  the  12th  inst.,  which 
greatly  honors  me,  I  beg  to  advise  you  that  I  entirely  approve  of  the 
German  Accident  Insurance  System  by  which  homogeneous  lines  of 
industry  are  organized  into  Employers'  Associations,  which  are  granted 
the  right  of  self-government.  Nevertheless,  in  adopting  a  new  system 
of  accident  insurance  it  should  be  carefully  considered  whether  the 
preference  should  not  be  given  to  Employers'  Associations  organized 
territorially,  by  provinces,  districts  or  the  like,  the  same  as  in  old  age 
and  invalidity  insurance,  rather  than  to  the  German  associations 
which  consist  of  employers  in  kindred  lines  of  industry.  My  reason 
for  this  suggestion  is  the  fact  that  It  is  frequently  difficult  to  tell  to 
Just  what  association  an  employer  belongs.  Joint  hazard  tariffs  could  be 
created  to  properly  gauge  the  occupational  hazards  in  the  different 
industries  represented  by  each  Territorial  Association.  Whether,  as  a 
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matter  of  public  policy,  It  would  not  be  advisable  to  let  the  workmen  Might  Let 

Workers 
take  part  in  the  management  of  the  Accident  Insurance  Associations,  Help  in 

even  though  they  contribute  little  to  the  cost  of  the  system,  is  a  ques-  g^rance  asso- 
tion  which  merits  careful  attention.  In  exercising  their  right  of  rep-  ciatlons 
resentation  in  the  Tribunals  of  Arbitration  for  workmen's  insurance 
and  in  the  Imperial  Insurance  Office,  the  workmen  have  always  con- 
ducted themselves  in  an  unobjectionable  manner. 

There  cannot  be  the  slightest  doubt  that  the  German  Accident  In- 
surance System  has  proven  most  satisfactory  both  from  a  business  and 
a  humane  point  of  view.  The  employer  is  benefited  by  it  as  much  as 
the  workman.    It  formerly  was  possible  for  injured  workmen  to  bring 

suit  against  individual  employers  for  damages  of  simply  unheard-of 

Accident  Com- 

proportions — and  that  without  incurring  any  expense,  by  simply  prov-  pensation  In- 
surance 

ing  themselves  paupers — and  the  court  decisions  rendered  frequently  versus  Em- 
ployers* Lia- 

drove  employers  into  brankruptcy.     If  the  case  was  decided   in   the    billty 

employer's  favor,  on  the  other  hand,  the  workman  became  an  object 
of  public  charity  and  had  to  go  to  the  poorhouse.  Now  the  workman 
has  a  clearly  established  right  to  compensation,  and  damage  suits 
with  all  their  attendant  evils  are,  therefore,  made  impossible.  I  would 
not  be  in  favor  of  abolishing  the  German  Accident  Insurance  System 
by  any  means  and  believe  in  compulsory  insurance  as  absolutely  nec- 
essary to  its  success. 

It  cannot  be  said  that  the  German  workmen  have  become  better 

satisfied  on  account  of  the  rights  granted  to  them  by  our  accident  in- 
surance laws,  but,  on  the  contrary,  trade  unions  have  been  strength- 
ened by  these  laws. 

The  social  consequences  of  the  German  Accident  Insurance  and 
Accident  Prevention  System  cannot  fail  to  be  noticed.  Even  if  the 
workingman  has  to  assume  onethird  of  the  risk  himself  he  is,  as  al- 
ready mentioned,  placed  in  a  much  better  position  financially  in  case 
of  accidents  than  formerly.  As  the  accident  prevention  measures 
initiated  by  the  Employers'  Associations  contribute  a  great  deal 
towards  reducing  the  number  of  accidents,  the  beneficial  social  influ- 
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Industry 


ence  of  the  laws  makes  itself  felt  in  more  than  one  direction.  The 
workingmen's  contribution  to  the  accident  insurance  benefits  (on  ac- 
count of  the  compensation  being  taken  out  of  the  Sick  Funds  during 
the  first  thirteen  weeks)  is  necessary,  since  otherwise  the  Employers' 
Associations  would  have  to  deal  with  a  large  number  of  minor  injuries 
which  do  not  as  a  rule  impair  the  earning  capacity  of  their  victims. 
The  Employers*  Associations  are  at  liberty,  however,  to  look  after  such 
cases  at  any  time  before  the  expiration  of  the  thirteen  weeks,  if  they 
think  they  can  accelerate  the  cure  by  so  doing.  Simulation  has  not  been 
diminished  by  the  laws  passed  for  the  protection  of  the  workmen,  but, 
on  the  contrary,  has  been  fostered  and  promoted  by  it.  Financially 
the  workmen's  contribution  is  not  necessary,  as  the  employers  in  both 
agriculture  and  industry  are  very  well  able  to  carry  the  burden  of 
accident  insurance  alone,  provided  that  burden  is  evenly  distributed 
the  way  this  is  done  by  the  German  System.  For  that  reason  it  is  of 
great  interest  to  the  industrial  employer  to  have  agriculture  made  a 
part  of  the  national  accident  insurance  system. 

In  conclusion  I  would  say  that  the  views  expressed  above  are  ap- 
proved by  the  majority  of  the  employers  in  my  line,  and  beg  to  remain. 

Yours,  etc., 

(Signed)  J.  Falkexhauer, 

Chairman  of  the  Team  Owners'  Association, 


Bf:ri.in,  August  11,  1910. 

Pbofessob  Dr.  Alfrkd  Manes: 
Dear  Sir: 

It  is  a  difficult  matter  to  do  justice,  in  a  few  words,  to  the  import- 
ance of  our  social  legislation  and  the  value  of  our  accident  insurance 
system. 

The  financial  aspect  counts  most.  By  glancing  at  the  enormous 
sums   raised   by  employers  in   the   last  25  years   for   the  purpose  of 
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compensating  workmen  injured  by  accidents,  It  is  realized  how  much  Distress  and 
distress  and  misery  the  system  has  alleviated,  if  not  entirely  elimi-  ruminated 
nated.  While,  in  former  times,  the  workman  could  obtain  com- 
pensation only  by  proving  the  employer's  liability  for  the  accident, 
and  was  reduced  to  dire  poverty  long  before  his  case  had  been  passed 
upon  by  the  courts,  he  now  has  a  fully  established  right  to  compensa- 
tion, even  if,  as  happens  quite  frequently,  the  accident  was  caused  by 
his  own  fault.  The  broad  view  that  any  harm  befalling  a  work- 
man through  the  very  existence  of  a  manufacturing  establishment  in 
which  he  is  employed  must  be  offset,  as  far  as  possible,  by  some 
equivalent  in  the  shape  of  a  fixed  compensation,  has  resulted  in  an 
achievement  the  value  of  which  cannot  be  overestimated. 

It  is  true  that  there  is  another  side  to  the  question  which  it  is 
not  our  intention  to  conceal.  The  prospect  of  being  adequately  com- 
pensated for  any  Injury  he  may  suffer,  diminishes  the  workman's 
sense  of  responsibility.  The  man  who  receives  an  income  without  gome  Draw- 
working,  especially  after  he  has  lived  in  idleness  for  a  comparatively 
long  period  of  time,  loses  his  fondness  for  work  as  well  as  his  effi- 
ciency. Hence  the  wild  scramble  for  pensions,  with  its  disagreeable 
attendant  features,  simulation  and  pension  hysterics.  This  state  of 
affairs,  it  is  true,  is  fostered  by  the  long  protracted  procedure  of  appeal. 

It  would  be  difficult,  however,  to  overestimate  the  influence  which 
accident  compensation  by  insurance  has  exerted  in  bringing  together 
manufacturers  in  the  same  line  of  industry  and  in  giving  them  a  bet- 
ter understanding  of  their  common  needs  and  interests.  Unselfish  de-  Manufac- 
votion  and  unbounded  enthusiasm  have  been  brought  to  the  preparation  ^"^^''^ 
of  measures  for  the  prevention  of  accidents  and  each  one  has  helped, 
to  the  best  of  his  ability,  to  solve  the  problem  of  how  best  to  insure 
the  safety  of  life  and  limb  in  any  given  line  of  industry.  The  narrow- 
minded  exclusiveness  which  formerly  kept  manufacturers  in  the  same 
line  of  industry  away  from  each  other  has  ceased;  one  has  become 
the  other's  teacher,  and  I  have  no  doubt  that  the  growth  of  our  indus- 
tries in  the  last  two  decades  is  due  in  no  small  measure  to  the  work 
of  our  Employers'  Associations. 
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From  a  political  point  of  view,  too,  our  Employers'  Associations 
have  undoubtedly  done  a  great  deal  of  good.  The  North  and  the  South, 
the  East  and  the  West  have  been  brought  into  contact  with  each  other. 
Local  prejudices  have  disappeared,  and  a  feeling  of  solidarity,  a  desire 
to  co-operate  towards  a  common  goal,  have  sprung  up  in  their  stead  and 
borne  many  a  ripe  fruit.  This  also  accounts  for  the  unanimous  stand 
taken  by  German  employers  against  the  insurance  reform  propositions 
recently  advanced  by  the  Imperial  government.  How  much  of  these 
propositions  will  become  law  cannot  be  foreseen  at  this  time.  At  any 
rate,  the  tendency  in  the  government  bill  to  restrict  the  self-govern- 
ment of  the  Employers*  Associations  and  to  increase  the  workmen's 
sphere  of  influence  must  be  pronounced  as  exceedingly  regrettable. 
German  industrialists  are  thoroughly  in  sympathy  with  the  idea  of 
extending  the  benefits  of  accident  insurance  to  the  largest  number  of 
workmen  possible,  and  they  will  also  hail  with  delight  any  measure 
which  will  shorten  the  proceedings  for  fixing  the  pensions  or  allow- 
ances and  the  procedure  of  appeal.  The  attempt,  on  the  other  hand, 
to  create  a  so-called  Joint  substructure  (insurance  offices)  for  dll 
branches  of  governmental  insurance,  cannot  be  fought  vigorously 
enough,  since  it  would  ultimately  lead  to  a  restriction  of  the  work  of 
the  ETmployers'  Associations  which  has  proven  so  beneficial  in  the 
past.  Just  apprehension  is  felt  that  such  measures  will  have  the 
effect  of  deterring  the  officers  of  the  Employers*  Associations,  whose  un- 
selfish devotion  and  enthusiasm  have  contributed  more  than  anything 
else  to  the  success  of  our  social  legislation,  from  taking  any  further 
part  in  this  work. 

I  desire  to  sum  up  my  views  by  stating  that  in  my  opinion  the 
German  Accident  Compensation  Insurance  System  has  benefited  the 
nation  politically,  economically  and  socially  to  a  greater  extent  than 
any  other  legislative  work  ever  undertaken. 

(Signed)      G.  Kbaemeb, 
Chairman  of  the  Employers*  Association  for  the  Chemical   Industry. 
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Bromberg,  September  17,  1910. 

Mb.  Ferd.  C.  Schwedtman, 

Dear  Sir: 

In  reply  to  your  questions  of  August  20th,  I  wish  to  make  the  fol< 

lowing  brief  statement: 

The  German  Accident  Insurance  System,  in  my  opinion,  is  with-  System 

without  a 
out  a  flaw,  and  may  well  serve  as  a  model  for  other  countries  to  copy.  Flaw 

The  injured  party  is  vouchsafed  the  right  to  compensation;  he  does 
not  have  to  heg  for  it.  The  burdens  imposed  on  the  employers  are 
quite  heavy,  it  is  true,  but  having  been  borne  for  so  many  years,  have 
ceased  to  be  felt,  and,  on  the  other  hand,  are  oftset  by  the  fact  that 
individual  employers  are  no  longer  liable  for  accidents.  I  am  very 
much  in  favor  of  affording  the  workmen  every  possible  legal  protec- 
tion against  the  consequences  of  sickness  and  accidents,  as  called  for 
by  the  mandates  of  common  humanity.  This  necessitates  compulsory 
insurance,  legally  regulated. 

To  abrogate  our  social  legislation  is  something  no  one  would  con- 
template for  a  single  moment. 

The  workers  are  better  satisfied  than  ever  before.    The  workmen's  'v^-V)rkers 
societies  or  trade  unions  have  nothing  to  do  with  our  social  legislation,  gausfled 

The  workmen's  contribution  to  the  Sick  Founds,  which  is  now  two- 
thirds  and  is  to  become  one-half,  is  substantial  and  presumably  some- 
what conducive  to  diminishing  simulation.  In  an  accident  insurance  sys- 
tem eliminating  the  sick  funds,  a  small  contribution  of  the  workmen, 
possibly  25  per  cent,  might  commend  itself.  The  employer  of  agri- 
cultural labor  should  be  made  a  part  of  the  accident  insurance  system. 

Yours  respectfully, 

(Signed)       Franz  Bengsch. 

Chairman    East   German    Inland   Navigation    Employers'    Association. 


298 


ACCIDENT   PREVENTION   AND   REUEF 


ST>nTix,  August  23,  1910. 
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Dear  Sir: 

In  reply  to  the  questions  asked  of  me  in  your  favor  of  the  20th 
inst.  with  reference  to  German  Accident  Insurance,  I  beg  to  say  the 
following: 

Questions  1,  2  and  3  can  be  answered  by  stating  that  the  German 
Accident  Insurance  System  has  now  operated  in  an  entirely  satis- 
factory manner  for  a  period  of  25  years.  Such  changes  as  have 
proven  desirable  will  be  effected  by  the  new  Imperial  insurance  regula- 
tions. 

(4)  Even  if  it  were  possible  to  abrogate  all  German  accident  laws 
we  would  not  be  in  favor  of  such  action.  I  would  not  know  what  bet- 
ter to  put  in  their  place. 

(5)  Compulsory  insurance  is  necessary  for  the  successful  opera- 
tion of  the  system. 

(6)  The  accident  insurance  system  gives  the  German  workman  a 
greater  feeling  of  security  with  regard  to  his  economic  existence.  It 
is  only  the  better  element  among  the  workmen,  however,  that  is 
satisfied  and  appreciates  the  benefits  the  system  aftords  them. 

(7)  The  accident  insurance  law  presumably  did  not  appreciably 
infiuence  the  workmen's  organizations. 

(8)  The  social  effects  of  accident  insurance  on  the  German  work- 
men have  been  extremely  beneficial.  Injured  workmen  no  longer  be- 
come a  burden  on  the  communities  or  to  the  poorhouses. 

(9)  The  so-called  waiting  time  (13  weeks)  is  absolutely  neces- 
sary, especially  with  regard  to  minor  injuries.  It  undoubtedly  dimin- 
ishes simulation.     Slight  injuries  which,  as  a  rule  only  carry  a  tern- 
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porary  compensation  with  them,  are  on  a  par  with  cases  of  slight  sick-  Temporary 

Compensa- 
ness.    It  should  be  rendered  possible  to  satisfy  the  claims  to  compen-  tion  for 

Minor 
satlon  growing  out  of  such  Injuries  by  granting  a  temporary  allow-  injuries 

ance  for  a  certain  period  of  time,  so  that  the  injured  party  may  adapt 

himself  to  his  condition. 

It  is  exactly  the  small  pensions  paid  for  the  loss  of  minor  parts 
which  induce  the  workmen  to  exaggerate  the  consequences  of  acci- 
dents and  to  practice  simulation. 

(10)  A  large  or  direct  contribution  of  the  workmen  to  the  cost 
of  accident  insurance  would  not  be  advisable. 

(11)  Agricultural  workers  should  also  be  subject  to  compulsory 
insurance,  were  it  only  because  of  the  constant  changes  from  agri- 
cultural to  industrial  employment  and  vice  versa. 

(12)  The  above  views  are  presumably  shared  by  the  majority  of 

German  employers. 

Yours  respectfully, 

(Signed)    W.   Jaux. 

Chairman  of  the  Board  of  Directors  of  the  Employers'  Association 
for  the  Brick  Industry. 


Stltttgabt,  September  1,  1910. 

Mr.  F.  C.  Schwedtman, 

Dear  Sir: 

Answering  your  favor  of  the  20th  ult.,  which  reached  me  on  the  System's 

Worth 
28th,  I  take  great  pleasure  in  complying  with  your  request,  as  It  is  proven 

well  that  an  accident  insurance  system  which  has  so  signally  proven 

its  worth,  should  be  copied  by  other  nations. 

The  enclosed  statement  which  I  sent  to  Professor  Manes  of  Berlin, 
under  the  date  of  the  16th  ult.,  covers  the  subject  in  a  general  way, 
and  I  shall,  therefore,  confine  myself  to  answering  your  various  ques- 
tions, as  follows: 

(1)  Do  you  like  the  German  Accident  Insurance  System  in  its 
present  form? 
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I  approve  of  it  in  all  its  essential  points. 

(2)  What  changes  would  you  suggest? 

The  term  "Renten"  (pensions)  is  a  misnomer  and  should  be 
eliminated.  It  gives  injured  workmen  the  impression  that  they  will 
get  Homething  all  their  lives,  whereas  merely  a  temporary  allowance 
extending  over  a  limited  period  of  time — a  few*  months  or,  at  most,  a 
few  years — may  be  involved.  Another  thing  which  should  be  abolished 
is  the  so-called  "bagatelle"  or  "booze"  pension  for  slight  physical  in- 
juries, such  as  the  loss  of  a  few  finger  joints,  weak  arms  or  legs, 
minor  amputations,  etc..  impairing  a  man's  earning  capacity  less 
than  20  per  cent.  A  real  permanent  economic  damage  is  not 
caused  by  such  injuries  and  the  allowance,  if  any,  should  be  stopped 
after  a  few  years'  time.  This  is  doubly  necessary  and  advisable,  as 
otherwise  dissatisfaction  is  spread  and  a  premium  put  on  carelessness, 
which,  in  the  majority  of  cases,  is  the  cause  of  such  accidents. 

Generally  speaking,  the  German  system  has  proven  highly  satis- 
factory both  from  a  humane  and  a  business  point  of  view.  There  is 
Just  one  feature  connected  with  it  which  can  be  justly  objected  to, 
and  that  is  the  unnecessary  accumulation  of  enormous  reserve  funds 
as  required  by  the  law. 

I  would  be  anything  but  in  favor  of  abrogating  the  German  acci- 
dent insurance  laws.  Compulsory  insurance  is  absolutely  necessary 
as  it  protects  not  only  the  man  who  is  working  for  a  large  and  pros- 
perous concern,  but  also  the  employe  of  factories  operated  on  a  limit- 
ed amount  of  capital,  who  in  times  gone  by  had  to  go  to  the  poor- 
bouse  if  injured  by  an  accident. 

It  can  hardly  be  asserted  that  accident  insurance  has  made  Ger- 
man workingmen  better  satisfied;  the  small  minority  who  have  been 
injured  by  accidents  and  enjoy  the  benefits  of  the  system,  of  course, 
appreciate  its  advantages.  The  great  mass  of  the  German  working- 
men,  at  best,  are  gratified  at  the  thought  that  their  fellow- workers 
who  have  been  injured  by  accidents,  but  not  killed,  are  taken  good 
care  of  and  that  the  families  of  the  others  do  not  have  to  suffer  want 
The   bitter    feelings    and    downright    hatred    which    formerly    existed 
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between  employer  and  employe  and  were  fanned  by  suits  for  dam-  Trade  Unions 
ages,  have  disappeared  entirely,  and  this  alone  must  be  considered  a  strengthened 
splendid  achievement  of  the  German  Accident  Insurance  System.  The 
German  Accident  Compensation  Insurance  System  has  not  strength- 
ened trade  unions  in  any  way,  as  the  workingmen  do  not  take  any 
active  part  in  the  operation  of  the  system,  except  by  acting  as  co- 
adjutators  in  the  Tribunals  of  Arbitration  and  the  Imperial  Insurance 
Office.  The  Employers'  Associations  govern  themselves  under  the 
supervision  of  the  Imperial  Insurance  Office  and  resent  any  attempt  on 
the  part  of  the  workingmen  or  the  authorities  to  interfere  in  the 
management  of  their  affairs.  A  striking  example  of  this  attitude  is 
found  in  the  unanimity  of  opinion  with  which  both   industrial   and 

agricultural  employers  are  opposing  the  new  Imperial  Insurance  Regu-  Employers' 

Associations 

lations.     Neither   is   it  so   much   the   great  mass  of  the  workingmen  Do  Not  Want 

Interference 
which  desires  to  break  down  the  self-governing  barrier  of  the  Em- 
ployers' Associations,  but  only  the  labor  leaders  who  do  not  belong  to 
the  working  class,  and  are  actuated  by  selfish  motives  in  their  efforts 
to  take  a  part  in  the  management  of  the  Employers*  Associations. 
Their  co-operation,  unnecessary  and  uncalled  for  as  it  is,  may  be 
readily  dispensed  with  without  working  any  harm  to  the  workingmen 
themselves. 

The  social  consequences  of  the  German  Accident  Insurance  Sys-   German 

Workers 
tern  are  of  the  utmost  importance.    In  the  first  place,  there  is  no  longer  Given  a  Feel- 
any  danger  of  a  seriously  Injured  workingman  becoming  absolutely  j"y  ^^^  of"*^" 

destitute  and  having  to  eat  the  degrading  bread  of  the  poor-house  as  Confidence  in 

Their  Em- 

a  disabled  soldier  of  trade  or  industry.  Confidence  in  his  employer  ployer 
and  in  the  industry  for  which  he  works  is  awakened  and  strengthened 
in  the  workingman,  who  knows  that  everything  humanly  possible  is 
being  done  for  his  protection  and  personal  welfare.  His  is  the  mental 
attitude  of  the  soldier  who  knows  that  he  is  fighting  under  a  capable 
leader  and  who  stands  ready  to  go  through  fire  and  water  if  necessary. 

It  is  a  very  important  feature  of  the  German  Accident  Insurance 
System  that  the  compensation  during  the  first  thirteen  weeks  is  taken 
out  of  the  Sick  Fund.  In  Germany  all  accidents,  even  those  caused  by 
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carelessness  on  the  part  of  the  workingmen,  give  the  latter  a  right 
to  compensation.  If  this  were  not  the  case,  there  would  be  no  end  of 
lawsuits  to  determine  and  fix  the  responsibility  for  the  accident.  In 
creating  the  German  Accident  Insurance  System  it  was  expressly  pro- 
vided that  all  accidents  (with  the  single  exception  of  those  caused  in- 
tentionally) were  to  be  compensated  for  out  of  the  Sick  Funds  during 
the  first  thirteen  weeks.  This  provision  was  not  a  haphazard  clause^ 
but  a  historically  well  conceived  and  fundamental  part  of  the  German 
system,  without  which  accident  compensation  would  never  have  become 
an  accomplished  fact.  The  charge  constantly  reiterated  by  the  critics 
of  the  system  that  the  workingmen  share  the  cost  of  the  insurance 
by  contributing  to  the  Sick  Fund  from  which  the  compensation  is 
taken  during  the  first  thirteen  weeks  after  the  accident,  is  in  reality 
without  a  foundation;  for  this  contribution  is  more  than  offset  by  the 
fact  that  all  accidents,  even  those  caused  by  the  workingman*s  own 
carelessness,  for  which  the  employers  could  not  reasonably  be  ex- 
pected to  pay  damages  otherwise,  are  compensated.  Indeed,  financially 
the  employers  would  be  better  off  if  they  had  to  pay  the  entire  cost  of 
the  insurance  but  did  not  have  to  pay  for  accidents  due  to  the  work- 
ingmen*s  own  fault.  For  practical  reasons,  however,  and  principally 
with  the  view  of  avoiding  lawsuits  and  unpleasant  controversies  be- 
tween employers  and  employes  which  would  have  continued  to  arise 
from  the  question  as  to  the  responsibility  for  the  accident,  it  was 
wisely  decided  to  make  the  law  apply  to  practically  all  accidents. 
Simulation  presumably  is  not  affected  by  the  Sick  Fund  contribution,  as 
those  who  want  to  simulate  will  do  so  anyway  whether  the  moneys 
they  get  comes  out  of  the  Sick  Fund  or  the  Accident  Fund. 

If  employers   desire  to  keep  the  self-governing  feature   of  their 

associations  intact,  they  are  not  justified  in  letting  the  workingmen 
contribute  to  their  funds  in  any  way  except  as  is  done  at  present. 

It  is  economically  desirable  for  the  industrial  employer  to  have 

agriculture  form  a  part  of  a  national  accident  insurance  system.    The 

largest  share  of  the  products  of  Industry  Is  consumed  by  the  rural 

population  whose  purchasing  power  is  preserved  and  strengthened  by 
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compensating     the     agricultural     workers     for     injuries     caused     by 

accidents. 

A  large  number  of  other  employers  share  my  opinion  on  the  above 

subject. 

I  am  indebted  for  your  kind  offer  to  furnish  me  any  information   Familiar  with 

American 
I  might  require  concerning  workingmen's  conditions  in  America;  you   Accident 

will  note  from  pages  2,  5  and  6  of  the  enclosed  "Guide  Book  for  the  ^"•''"'■ance 
Prevention  of  Accidents"  that  I  am  already  slightly  familiar  with  the 
subject  of  accident  insurance  in  the  United  States. 

Yours  respectfully, 

(Signed)  Arthub  Faber, 

Chairman    of    the    German    Southwestern    Woodworkers*    EJmployers* 
Association. 


Berlin,  August  30,  1910. 

Mr.  F.  C.  Sciiwedtman, 

Dear  Sir: 

Replying  to  your  favor  of  the  20th  inst.,  I  beg  to  answer  your 
various  questions  as  follows: 

(1)  Do  you  like  the  German  Accident  Insurance  System  in  its 
present  form? 

The  German  manufacturers  have  adapted  themselves  to  the  pres- 
ent form  of  accident  insurance  and  are  well  satisfied  with  it.  so  much 
so  that  they  would  not  want  to  be  without  it. 

(2)  What  changes  would  you  suggest?  ^ 

German 

I    cannot    suggest   any    radical    changes    in   the    features    of   the  Manufactur- 
ers Well 
system.  Satisfied 

(3)  Has  the  German  system  proven  satisfactory  both  from  a  busi- 
ness and  a  humane  point  of  view? 

Yes.  The  private  insurance  companies  hardly  ever  paid  com- 
pensation unless  a  lawsuit  establishing  their  liability  was  Instituted. 
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This  is  now  a  thing  of  the  past,  as  is  also  the  bitterness  of  feeling 
which  used  to  take  possession  of  workmen  who  were  not  compensated 
for  their  injuries.  The  people  now  know  what  they  are  entitled  to 
and  what  they  will  get,  and  they  also  know  that  they  will  get  it  from 
an  organization  which  will  pass  judgment  without  bias  or  prejudice.  , 
The  Tribunals  of  Arbitration  and  the  Impierial  Insurance  Office,  to 
which  they  may  appeal,  are  a  guarantee  to  them  that  they  will  get 
justice  in  all  cases. 

(4)  If  it  were  possible  to  cancel  all  German  compensation  laws, 
would  you  advise  such  a  proceeding? 

Under  no  circumstances  would  I  advise  making  the  least  attempt 
at  anything  of  this  kind.  To  go  back  to  the  conditions  of  employers* 
liability  laws  which  formerly  prevailed  would  be  more  than  a  mis- 
fortune and  full  of  social  dangers. 

(5)  Is  compulsory  insurance  absolutely  necessary  in  your  opinion 
for  the  success  of  a  national  system? 

Of  course,  what  Is  fair  to  one  is  fair  to  another.  The  burdens 
imposed  by  the  law  must  fall  on  all  manufacturers  alike;  to  dis- 
criminate would  mean  that  one  manufacturer  will  find  it  easier  and 
the  other  one  harder  to  hoW  his  own  in  competition. 

(C)  Is  the  German  workingman  better  satisfied  owing  to  the  acci- 
dent insurance  system? 

The  workmen  are  never  satisfied;  they  are  always  trying  to  get 
more.  That  is  human  nature.  At  any  rate,  if  they  are  dissatisfied 
with  the  compensation  given  to  them,  their  anger  is  no  longer  directed 
against  their  employer  but  against  those  who  have  fixed  the  com- 
pensation. '  On  the  whole,  it  has  been  my  experience  that  since  the 
adoption  of  the  accident  insurance  law  the  workman  banks  on  his 
right  to  compensation  just  the  same  as  he  does  on  any  other  right 
given  to  him  by  the  state. 

(7)  Did  the  accident  insurance  system  strengthen  or  diminish 
trade  unions? 

I  do  not  believe  that  the  system  has  affected  trade  unions  one 
way  or  the  other.     If  the  accident  insurance  law  did  not  exist  and  if 
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the  former  method  of  dealing  with  the  results  of  accidents  were  still 
f^  vogue,  the  growth  of  trade  unions  would  undoubtedly  have  been 
greatly  accelerated.- 

(8)  What  is  the  social  result  of  the  German  Accident  Compensa- 
tion  Insurance  and  Accident  Prevention  System? 

My  answer  to  this   is  already   partly  contained  in  my  previous  Like  Having 
remarks.     The  workman  knows  that  he  is  protected   (at  least  to  a  insured 
certain  extent)   against  the  consequences  of  accidents,  and,  like  the 
man  whose  house  is  insured,  he  does  not  worry  but  sleeps  calmly,  with 
the  certainty  that  if  he  should  meet  with  an  accident  his  family  will 
not  suffer  want. 

(9)  Is  the  workman's  contribution  to  the  accident  insurance  bene- 
fits (through  the  compensation  taken  out  of  the  Sick  Fund  during  the 
first  thirteen  weeks)   of  much  importance? 

The   Employers*  Associations   frequently  begin   to   look   after   in-    workers* 

jured  men  even  before  the  expiration  of  the  first  thirteen  weeks  if  Contribution 

Negligible 

they  think  that  in  this  way  a  cure  will  be  more  quickly  effected  than  Quantity 
otherwise.    This  alone  proves  that  the  workman's  contribution  is  not 
considered  of  prime  importance  by  the  employers.    This  contribution 
during  the  first  thirteen  weeks  does  not  amount  to  a     great  deal  at 
best,  and  is  out  of  all  proportion  to  the  benefits  as  a  whole. 

(10)  Has  simulation  been  diminished? 

By  no  means.     Simulation  will  continue  to  exist  as  heretofore,  ^^  Remedy 

no  matter  whether  the  workmen  contribute  to  the  cost  of  the  insur-  ^f^  Simula^ 

tion 

ance  or  not.  The  man  who  simulates  does  not  stop  to  ask  himself 
whether,  by  doing  so,  he  hurts  his  fellow  workers'  interests  or  not. 
All  he  cares  about  is  to  get  all  he  can  for  himself,  regardless  of  any 
body  else. 

(11)  Would  you  advise  increasing  the  workmen's  contribution  or 
would  you  eliminate  it  altogether? 

Neither  I  nor  any  of  the  other  manufacturers  I  know  attach  prime 
importance  to  the  workmen's  contribution.  By  letting  the  workmen 
incres^se  their  contribution,  you  give  them  the  right  to  have  their  say 
in  the  management  of  the  Employers'  Association.    The  present  sue- 
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cess  of  these  associations  is  based  upon  their  not  having  to  deal 
directly  with  the  workmen.  The  latter  are  represented  in  the  Court 
of  Arbitration  and  in  the  Tribunal  of  the  Imperial  Insurance  Office, 
and  have  no  legal  fees  to  pay,  so  that  their  rights  are  fully  protected, 
but,  on  the  other  hand,  the  Employers*  Associations  are  absolutely 
unhampered  and,  therefore,  in  a  position  to  produce  splendid  results. 
If  the  workmen  had  a  voice  in  the  management  of  the  Employers* 
Associations  disputes  and  differences  of  opinion  would  never  cease. 
That  is  the  reason  why  I  attach  little  value  to  the  workmen's  con- 
tribution. 

(12)  Is  it  of  any  interest  to  industrial  employers  to  have  agricul- 
ture share  in  a  national  accident  insurance  system? 

In  Germany  the  interests  of  agriculture  and  industry,  unfortun- 
ately, are  widely  divergent  and  the  course  taken  by  the  representa- 
tives of  agriculture  gives  us  Just  cause  for  complaint  Obligations 
similar  to  those  imposed  on  the  industrial  interests  of  a  country 
should  certainly  be  placed  upon  agriculture.  The  more  uniformly  such 
a  system  operates,  the  greater  is  its  success. 

(13)  Do  other  employers  share  your  opinion  on  the  above  sub- 
ject to  any  great  extent? 

In  our  association  there  is  but  one  opinion  concerning  the  above 
queetions.  I  can  say,  without  fear  of  contradiction,  that  my  fellow- 
members  will  readily  endorse  the  remarks  made  by  me  if  you  ask  them 
their  opinion. 

Yours  truly, 


(Signed)  E.  Blum, 


Chairman  of  the  Board  of  Directors  of  the  Northeastern  Iron  and  Steel 
Employers'  Association. 
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Frankforton-the-Main,  September  7,  1910. 

Mb.  Ferdinand  C.  Schwedtman, 
Dear  Sir: 

Having  just  returned  from  a  several  weeks'  trip,  I  beg  to  reply 
as  follows  to  the  questions  asked  in  your  favor  of  the  20th  ult. 

The  German  Accident  Insurance  System  hits  the  nail  squarely  on  Hits  the  Nail 
the  head  in  its  fundamental  principles,  which  sentiment,  I  am  con-  ^^^^  Head 
vlnced,  is  shared  by  an  overwhelming  majority  of  the  German  em- 
ployers who  do  not  want  any  change  beyond  eliminating  the  clause  com- 
pelling the  Employers'  Associations  to  accumulate  excessive  reserve 
funds.  This  clause  which  is  contained  in  section  34  of  the  Industrial 
Accident  Insurance  Law  of  June  30,  1900,  was  unanimously  protested 
against  by  the  League  of  German  Employers'  Associations  in  its  yearly 
convention,  and  the  present  bill  for  the  New  Imperial  Insurance  Regu- 
lations contemplates  a  substantial  reduction  of  the  reserve  fund. 

The  question  whether  the  German  system  has  proven  satisfactory 
from  a  business  as  well  as  from  a  humane  point  of  view  can  be  un- 
reservedly answered  in  the  affirmative.  From  the  humane  stand- 
point there  cannot  be  any  doubt  that  a  system  which  insures  work- 
men against  the  consequences  of  industrial  accidents  is  a  necessity, 

for  accidents  quite  unexpectedly  deprive  the  workman  of  his  earning 

Urgent  Need 

capacity  and  the  family  of  its  bread  winner.    Of  all  forms  of  insur-  of  Accident 

Insurance 
ance,  this,  from  a  humane  point  of  view,  is  therefore  the  most  urgent, 

and  the  German  Accident  Insurance  System  ha.i  solved  the  problem 
in  a  thoroughly  satisfactory  manner.  Withal,  German  accident  insur- 
ance legislation  has  also  benefited  German  employers  to  an  appreciable 
extent.  Before  the  accident  insurance  system  was  establshied  25  years 
ago,  the  so-called  Imperial  Liability  Law  of  1871  compelled  the  em- 
ployer to  compensate  workmen  injured  by  accidents  which  occurred  In 
his  establishment  and  for  which  he  himself  or  his  authorized  officers 
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or  superintendents  were  to  blame.  At  that  time  the  employer  was 
obliged,  therefore,  in  order  to  protect  himself  against  the  claims  for 
liability  arising  from  such  accidents,  to  take  out  liability  insurance 
In  private  insurance  companies,  the  premium  on  which  was  very  high. 
If  a  workman  was  injured  and  the  Insurance  company  called  upon 
for  damages,  it  frequently  became  necessary  to  resort  to  legal  measures 
to  compel  the  company  to  fulfill  its  obligations,  and  the  injured  party 
was  left  without  compensation  of  any  kind  for  a  long  time.  Now,  all 
this  has  been  changed  by  our  accident  compensation  insurance  sys- 
tem, which  grants  the  workman  the  right  to  collect  damages  from  the 
Employers'  Association  In  connection  with  all  accidents,  except  those 
caused  intentionally.  On  the  other  hand,  the  workman  is  not  en- 
titled to  obtain  damages  from  his  employer  under  any  circumstances 
except  where  the  employer  caused  the  accident  intentionally.  Of 
course  this  system  meant  a  considerable  extra  burden  for  the  employ- 
ers, who  have  to  raise  the  entire  cost  of  accident  Insurance  themselves 
except  for  the  thirteen  weeks  following  the  accident;  this  burden,  gen- 
erally speaking,  is  borne  cheerfully  and  willingly  by  the  German  em- 
ployers in  consideration  of  the  great  benefits  which  the  system  af- 
fords to  their  workmen  and  of  the  necessity  of  such  insurance  from  a 
humane  standpoint.  The  chief  value  of  German  accident  Insurance 
legislation  lies  In  the  creation  of  so-called  Employers*  Associations 
who  have  to  bear  the  burden  of  accident  Insurance.  These  Associa- 
tions are  self-governed  bodies  and  organized  according  to  industries. 
They  have  furnished  the  employers  a  motive  to  form  large  organiza- 
tions which  have  proven  valuable,  not  only  from  an  economic  point  of 
view,  but  also  as  a  means  of  counterbalancing  the  trade  unions. 

To  abolish  the  legal  structure  on  which  accident  insurance  rests 
is  not  to  be  thought  of.  By  far  the  great  majority  of  the  German  em- 
ployers would  be  emphatically  opposed  to  such  a  course,  and,  so  far  as 
r  know,  no  one  has  ever  made  a  suggestion  to  that  end.  Workmen's 
insurance — this  statement,  too.  I  make  without  the  slightest  fear  of 
contradiction — is  conceivable  only  as  compulsory  Insurance,  which  dis- 
tributes the  burden  uniformly  among  all  employers  and  does  not  in- 


LETTERS  FROM  PROMINENT  GERMAN  AUTHORITIES      309 

terfere  with  competition.    Whether  accident  insurance  or  any  of  the  Dissatisfac- 
tion Pre- 
other  forms  of  governmental  insurance  existing  in  Germany  has  made  vented 

the  workmen  better  satisfied  is  a  subject  concerning  which  opinion  is 
divided.  In  view  of  the  beneficial  workings  of  our  insurance  laws  and 
particularly  of  our  accident  insurance  system  with  its  high  rates  of 
compensation,  the  assumption  that  greater  satisfaction  must  have  been 
the  result  seems  Justified;  at  any  rate  it  may  be  safely  asserted  that 
if  this  workmen's  insurance  had  not  been  adopted  dissatisfaction  would 
have  reached  much  greater  proportions. 

In  like  manner  it  may  be  claimed  that  the  accident  insurance   Trade 
laws,    far    from    strengthening    the    workmen's   organizations,   have  influence 
neutralized  their  influences.  Neutralized 

The  fact  that  our  governmental  accident  insurance  system  has 
conferred  great  benefits  on  the  workmen  has  been  duly  em- 
phasized, but  it  should  also  be  pointed  out  that  both  the  rates  and  the 

period  of  compensation  are  much  more  liberal  in  connection  with  this  compensation 

Liberal 
form  of  insurance  than  they  are  for  invalidity  or  sick  insurance.  This 

is  not  only  Justified  by  the  fact,  that,  as  above  stated,  industrial  ac- 
cidents result  in  a  sudden  unforeseen  state  of  distress,  but  also  because 
the  workman  in  many  cases,  in  view  of  his  claims  to  compensation 
against  the  Employers'  Association,  is  no  longer  able  to  collect  from 
his  employer  the  damages  to  which  he  was  formerly  entitled  by  virtue 
of  the  liability  law  if  his  employer  or  fellow- workers  were  to  blame 
for  the  accident. 

The  workmen's  contribution  to  the  compensation  paid  for  the  con- 
sequences of  accidents,  based  on  the  fact  that  the  compensation  Is 
taken  out  of  the  Sick  PMnds  during  the  first  thirteen  weeks  after  the 
accident,  is  of  the  utmost  importance.  At  any  rate,  the  great  majority 
of  the  German  employers  are  averse  to  any  change  in  the  present 
system,  even  though  a  few  have  advocated  that  the  Employers'  As-  Averse  to 
sociations  pay  an  ciaims  lor  damages  right  from  the  start,  thus  throw-  gygtem* 
ing  the  entire  burden  of  this  insurance  on  the  employers'  shoulders,  as 
the  Employers'  Associations  are  financed  entirely  by  their  members. 


310  ACCIDENT   PREVENTION   AND   RELIEF 

The  simulation  frequently  to  be  observed  on  the  part  of  workmen 
injured  hy  accidents  is  scarcely  diminished  by  the  practice  of  pay- 
ing the  compensation  out  of  the  Sick  Funds  during  the  first  13  weeks, 
as  the  injured  parties  presumably  are  hardly  conscious  of  the  fact 
that  by  contributing  to  the  Sick  Fund  they  also  raise  part  of  the  cost 
of  accident  insurance.  Furthermore,  simulation,  as  a  rule,  is  only 
met  with  after  the  treatment  or  cure  is  well  under  way. 

The  question  whether  the  workman's  contribution  to  the  cost  of 

accident  insurance  should  be  increased  or  abolished  entirely  by  letting 

Workers*         ^^®  Employers'  Associations  take  charge  right  after  the  accident  oc- 

Contribution  ^^^^    j^  solely  and  simply  a  question  of  financial  taxation,  and  the 

great  majority  of  the  German  employers  would  take  the  stand  that  no 

change  be  made  in  the  present  system  in  this  respect  either. 

That  governmental  accident  compensation  insurance  is  also  ap- 
plied to  agricultural  workers  is  of  the  utmost  importance  both  to  in- 
dustrial and  to  agricultural  employers.  It  is  not  only  right  and  proper 
that  agricultural  workers  should  share  the  benefits  enjoyed  by  those 
engaged  in  industrial  occupations,  but  this  is  also  in  the  interests  of 
the  employers  of  farm  help  in  that  it  checks  the  so-called  land-fiight 
i^and-Flleht  ^°^  counteracts  the  scarcity  of  labor  in  the  country  districts.  Finally, 
Checked  by    ^j^^  industrial  employer  is  likewise  benefited,  since  in  many  instances 

Applying 

System  to       agricultural   and   industrial   plants  are   run   in   connection   with  each 
Agriculture 

other  and  the  Industrial  Employers'  Associations  would  have  to  pay 

compensation  for  many  accidents  which  can  now  be  charged  to  the 
Agricultural  Employers'  Associations. 

The  above  views  are  substantially  those  of  an  overwhelming  ma- 
jority of  German  employers. 

Yours  truly, 

(Signed)    F.  Henrich 
Chairman  of  the  Brewers'  and  Maltsters'  Association. 
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Berltx,  August  23,  1910. 

Mb.  Febdinand  C.  Schw^edtman, 

Vice-President   of   the   National   Association   of   Manufacturers, 
Hotel  Bristol. 
Dear  Sir: 

I  duly  received  your  favor  of  the  20th  Inst,  and  beg  to  answer  the 
questions  asked  by  you  therein  as  follows: 

(1)  Do  you  like  the  German  Accident  Insurance  System  in  its 
present  form?    Yes,  I  like  it  very  well  indeed. 

(2)  What  changes  would  you  suggest?    None. 

(3)  Has  the  German  system  proven  satisfactory  from  a  business 
as  well  as  from  a  humane  point  of  view?  It  has  proven  satisfactory 
from  both  standpoints. 

(4)  If  all  the  German  accident  laws  could  be  cancelled,  would 
you  advise  such  a  course?  No,  not  under  any  circumstances. 

(5)  Is  general  insurance  compulsion  absolutely  necessary  in 
your  opinion  to  insure  the  success  of  a  national  system?  Yes,  com- 
pulsory insurance  is  absolutely  necessary. 

(6)  Is  the  German  workman  better  satisfied  in  consequence  of 

Worker 
accident  insurance?    Yes,  decidedly,  because  he  knows  that  he  and  his  Knows  He 

family  will  be  taken  care  of  it  he  meets  with  an  accident. 

(7)  Has  the  accident  insurance  system  strengthened   or   weak 
ened  workmen's  associations   (trade  unions)?     I  am  unable  to  form 
an  opinion  on  this  point. 

(8)  What  is  the  social  consequence  (among  the  workmen)  of 
the  German  Accident  Insurance  System?  The  social  conditions  of  the 
workmen  have  improved. 

(9)  Is  the  workman's  contribution  to  the  cost  of  accident  Insur- 
ance (on  account  of  the  compensation  being  taken  out  of  the  Sick 
Fund  during  the  first  13  weeks)   of  great  importance?    Yes,  because 
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the  workman   receives  financial  support  immediately  after  the  acci- 
dent happens. 

(10)  Has  simulation  been  decreased  thereby?  Yes,  because  the 
Sick  FMnd  is  supervised  conscientiously  by  the  workers. 

(11)  Do  you  advise  a  larger  contribution  on  the  part  of  the 
workmen  or  do  you  advise  against  the  workmen's  contribution  en- 
tirely?   My  advice  is  to  leave  things  as  they  are. 

(12)  Is  the  farmer's  share  in  a  national  accident  insurance  sys- 
tem of  interest  to  the  industrial  employer?    Yes. 

(13)  Is  your  opinion  on  the  above  points  shared  by  many  other 
employers?    Yes. 

I  wish  to  also  add  that  all  civilized  countries  throughout  the 
world  should  endeavor  to  adopt  accident  compensation  by  insurance  ac- 
cording to  the  German  model  so  that  the  workmen  may  obtain  an  un- 
disputed right  to  the  payment  of  compensation  when  they  meet  with 
accidents  in  the  course  of  their  work. 


Yours  respectfully. 


(Signed)  Franz  Pest. 


Chairman  of  the  North  German  Metal  Trades'  Employers'  Association. 


ScnwELM,  September  14,  1910. 


Mb.  F.  C.  Schwedtman, 


Dear  Sir: 


Employers 
Want  to 
Continue 
System 


It  was  impossible  for  me  to  reply  ere  this  to  your  favor  of  the 
20th  ult.,  and  I  now  beg  to  answer  your  various  questions  as  follows: 

The  German  Accident  Insurance  System,  based  as  It  is  on  self- 
governing  Employers'  Associations,  has  stood  the  test  of  time,  and 
there  is  no  desire  on  the  part  of  the  employers  to  do  away  with 
it,  even  if  such  a  thing  were  possible.  German  employers  have  will- 
ingly assumed  the  financial  burden  laid  upon  them  by  the  system  and 
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cheerfully  perform  the  work  It  necessitates.  Full  justice  is  guaran- 
teed to  the  workmen  by  the  German  Compensation  Insurance  System, 
and  the  verdicts  of  the  higher  tribunals  in  cases  that  have  been  ap- 
pealed prove  the  efficiency  of  the  Employers'  Associations  and  the  fair- 
ness of  their  decisions.  If  an  entirely  new  accident  insurance  system 
were  planned,  it  is  a  question  in  my  mind  whether  it  would  not  be 
best  to  establish  a  certain  limit  beyond  which  the  obligation  to  com- 
pensate would  cease  on  the  part  of  the  employers.  When  the  German 
Accident  Insurance  System  was  adopted,  employers  generally  were 
under  the  impression  that  accidents  causing  minor  injuries  (such  as 
the  loss  of  a  finger-joint,  stiff  finger  joints,  slight  amputations,  etc.)   ^^  ^eed  of 

were  not  to  result  in  the  allowance  of  a  pension.    It  was  well  known  poropensat- 

ing:  for  Minor 

as  far  back  as  25  years  ago,  and  our  experience  since  that  time  has  Accidents 
confirmed  it,  that  slight  bodily  injuries  do  not  permanently  impair 
a  workman's  earning  capacity,  but  cease  to  handicap  him  after  a  few 
years'  time  when  he  has  become  used  to  them.  The  allowance  of 
small  pensions  (10,  15  and  20  per  cent.)  in  such  cases  was  chiefly 
due  to  the  manner  In  which  the  law  was  at  first  interpreted  by  the 
Imperial  Insurance  Office,  but  of  late  years  this  tribunal  has  taken 
the  view  that  adaptation  and  familiarization  play  an  Important  part 
in  relieving  the  consequences  of  minor  injuries  and  furnish  the  basis 
for  eventually  withdrawing  or  at  least  reducing  the  pension.  If  a 
country,  therefore,  proceeds  to  pass  laws  creating  an  accident  insur- 
ance system,  it  should  be  carefully  considered  right  at  the  start 
whether  it  would  not  be  well  to  exclude  from  its  benefits  any  and  all 
accidents  impairing  the  workmen's  earning  capacity  less  than  possibly 
20  per  cent. 

If  accident  insurance  is  to  be  regulated  by  law,  compulsory  Insur- 
ance  of  all   persons   employed   commends   itself   as   the   best   course  compulsory 
to  adopt.     In  this  connection  I  wish  to  refer  to  the  proceedings  of  Recommended 
the  various  International  Workmen's  Insurance  Congresses,  particu- 
larly the  one  held  in  Rome. 

It  would  be  difficult  to  answer  the  question  whether  accident  com- 
pensation has  resulted  In  making  German  workmen  beMer  satisfied;  it 
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Workers* 
Satisfaction 
Repressed  by 
Social  Demo- 
cratic Party 


Trade  Unions 
Only    Slightly 
Affected 


No  More 

Damage 

Suits 


l8  human  nature  to  be  dissatisfied  with  existing  conditions, 
and  the  agitators  among  the  workmen,  particularly  those  belonging  to 
the  Social  Democratic  Party,  see  to  it  that  whatever  satisfaction  is 
felt  by  the  workmen  does  not  appear  on  the  surface  but  is  repressed 
as  much  as  possible.  It  is  a  fact,  nevertheless,  that  workmen  and  their 
families  who  have  received  the  benefits  of  accident  insurance,  have  ex- 
pressed their  appreciation  and  gratitude  in  no  uncertain  terms.  If 
the  workmen  were  to  vote  on  the  question  whether  the  system  was 
to  be  continued  or  not,  an  overwhelming  majority  would  undoubtedly 
vote  in  the  affirmative. 

Accident  insurance  has  not  strengthened  trade  unions  to  any 
extent  worth  mentioning.  Its  only  effect  has  been  to  give  them  a  new 
subject  for  discussion  at  their  meetings  and  to  lead  to  the  creation 
of  secretaryships  for  the  special  purpose  of  protecting  the  work- 
men's interests  In  connection  with  the  accident  insurance  system. 
Financially,  too,  the  trade  unions  have  been  benefited  somewhat  by 
virtue  of  the  fact  that  the  accident  insurance  system  gives  their  in- 
jured members  a  legal  claim  to  compensation. 

The  chief  value  of  the  German  Accident  Insurance  System,  so  far 
as  the  workmen  are  concerned,  lies  in  the  fact  that  it  grants  to  them 
a  clearly  defined  right  to  compensation  if  they  meet  with  an  accident, 
thus  protecting  them  against  the  possibility  of  becoming  paupers.  Again, 
the  bitterness  of  feeling  which  resulted  from  the  lawsuits  instituted 
to  determine  whether  the  employer  or  the  workman  was  responsible 
for  the  accident,  has  become  a  thing  of  the  past.  And  even  if  the  suit 
was  decided  in  the  workman's  favor,  the  chances  were  that  he  would 
not  be  able  to  collect  his  claims  on  account  of  limited  resources  on  the 
employer's  part — quite  aside  from  the  fact  that  during  the  trial  he 
depended  on  outside  help  to  make  both  ends  meet. 

The  science  of  preventing  accidents  has  been  placed  on  a  practical 
basis  by  the  intelligent  co-operation  of  employers  and  employes,  and 
there  has  been  a  marked  decrease  in  the  number  of  accidents  and 
the  extent  to  which  workmen  have  been  injured  by  them. 
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The  workmen's  contribution  to  accident  insurance,  based  as  it  is 
on  the  practice  of  paying  the  compensation  out  of  the  Sick  Funds 
during  the  first  thirteen  weeks  succeeding  the  accident,  is  of  little  im- 
portance financially  but  affects  the  practical  workings  of  the  system.  Workmen's 

Contribution 
As  is  well  known,  the  consequences  of  the  majority  of  accidents  cease   simplifies 

Practical 
during  the  first  thirteen  weeks,  and  the  Employers*  Associations  are,  workings  of 

therefore,  not  burdened  with  a  lot  of  work  which,  in  the  nature  of  ^®  ^"* 
things,  would  be  out  of  all  proportion  to  the  actual  amount  of  good 
done.  Inasmuch  as  the  workmen  are  represented  to  the  same  extent 
as  the  employers  in  the  Courts  of  Arbitration  and  in  the  Tribunals  of 
Appeal  and  also  co-operate  in  an  equal  measure  in  preparing  accident 
prevention  devices,  they  should  naturally  also  contribute  something  to 
the  cost  of  accident  insurance.  Above  everything  else,  as  pointed 
out  before,  the  fact  should  be  taken  into  account  that  after  a  pension, 
no  matter  how  small,  has  once  been  granted  it  is  very  difficult,  if 
not  impossible  to  stop  or  withdraw  it,  even  if  the  conditions  which  led 
to  its  being  allowed  have  ceased  to  exist.  On  the  other  hand,  when  he 
is  being  paid  out  of  the  Sick  Fund,  the  workman  knows  that  a  tem- 
porary allowance  is  involved,  whereas,  if  the  Employers*  Association 
were  to  pay  him  a  compensation  during  the  first  thirteen  weeks  he 
wo'uld  struggle  tooth  and  nail  against  its  being  withdrawn  after  a 
while.  The  point  I  desire  to  bring  out  is  that  the  important  thing  is 
not  so  much  the  amount  contributed  to  accident  insurance  by  the 
workmen  but  the  way  in  which  this  contribution  simplifies  and  facili- 
tates the  practical  workings  of  the  system. 

It  is  of  little  consequence  to  industrial  employers  whether  agri- 
culture is  made  a  part  of  the  accident  insurance  system  or  not,  but 
agriculture  itself  is  vitally  interested  in  the  question,  since  the  num- 
ber of  agricultural  workers  deserting  the  farm  in  favor  of  the  factory 
will  continue  to  increase  as  long  as  the  benefits  of  accident  compen- 
sation are  not  enjoyed  by  those  engaged  in  agricultural  occupations. 

The  above  brief  remarks,  of  course,  do  not  attempt  to  deal  ex- 
haustively with  the  subject,  but  I  believe  that  my  views  are  shared  by 
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a  majority  of  the  employers  in  my  own  line  of  industry  and  by  many 
other  manufacturers  as  well. 

Yours  truly, 

(Signed)  August  Stebnenberg. 

Chairman  of  the  Linen  Manufacturers'  Association. 


Leipsic,  September  8,  1910. 


Mb.  Ferdinand  C.  Schwedtman, 


Berlin. 


Individual 
Employers 
Relieved 
of   Responsi- 
bility 


My  dear  Sir: 

Your  favor  of  August  20th  was  not  answered  ere  this  as  the  under- 
signed chairman  to  whom  your  letter  was  addressed  personally  only 
returned  from  a  vacation  a  few  days  a^o. 

It  is  hoped  that  the  replies  to  your  questions  will  nevertheless 
reach  you  in  time  to  be  of  some  service  to  you. 

We  have  nothing  against  the  German  Industrial  Accident  Com- 
pensation Insurance  law  in  its  present  form  and  could  hardly  sug- 
gest any  changes,  as  the  law  has  proven  very  satisfactory  both  from 
a  business  and  a  humane  point  of  view. 

The  continuance  of  the  German  Social  laws,  1.  e.  of  sick  insur- 
ance, accident  insurance,  old  age  and  disability  insurance,  is  desir- 
able under  all  circumstances,  as  it  gives  the  individual  employer  the 
assurance  that  his  workers  are  protected  in  every  way.  It  is  a 
relief  for  him  to  know  that  an  eflScient  and  well  financed  organization 
will  look  after  his  sick  and  injured  workmen  and  that  he  cannot  be 
sued  for  damages  or  compensation.  To  accomplish  this  end,  compul- 
sory insurance  is  a  necessary  prerequisite. 

That  accident  compensation  insurance  has  made  the  German 
workman   better   satisfied   cannot   be  asserted.     Among  the   German 
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workers  are  many  Social  Democrats.  One  of  the  principal  doctrines 
of  the  Social  Democratic  Party  is  the  class  struggle,  which  causes 
hatred  and  envy  of  the  possessing  class  by  the  so-called  property- 
less  or  working  class.     On  that  account  the  workers  will   never  be  System 

Fatal  to 

satisfied  with  the  benefits  they  get,  as  that  would  be  fatal  to  the  Socialistic 

Doctrines 
progress  and  growth  of  the  Social  Democratic  movement,  and,  there- 
fore,   against   the   interests   of   organized   labor   and   its   leaders,    the 
latter   being   especially    bent   upon    making   the   continuation    of   the 
class  struggle  their  one  object  in  life. 

The  German  Accident  Compensation  Insurance  law  has  not  pre- 
vented the  organization  of  trade  unions.  On  the  contrary  many 
workmen's  societies  have  been  started,  possibly  not  as  the  result  of 
accident  compensation  insurance,  but  for  other  economic  reasons. 

The  social  effects  of  the  German  Accident  Compensation  Insur- 
ance and  Accident  Prevention  System  are  quite  peculiar.  Workmen 
frequently  exaggerate  the  results  of  small  injuries  in  order  to  obtain 
accident  pensions,  and  in  this  fight  for  pensions  hysterics  and  simu- 
lation unfortunately  have  come  to  play  an  important  part.  The  regu- 
lations so  far  adopted  for  the  prevention  of  accidents  are  rigidly  en-  Accident  Pre- 
vention Mea- 
forced,  and  statistics  show  that  they  have  been  fruitful  of  excellent  sures  strictly 

results,  although  the  workmen  often  dislike  using  the  protective  de-  "^"'"''"^ 
vices  prescribed  and  at  times  become  more  than  indifferent  towards 
the  operating  hazards. 

The  workmen's  contribution  is  not  without  importance  and  comes 
to  about  10  per  cent,  of  the  total  pensions  paid.  We  would  like  to  see 
the  contribution  kept  where  it  is,  as  it  seems  proper  that  the  workers 
should  contribute  something  to  the  burden.  The  workmen's  contribu- 
tion, however,  does  not  affect  simulation  one  way  or  the  other. 

The   conditions  existing  in   Germany  create  a  community   of  in-  community 
terests  between  agriculture  and   industry,  on  which  account  agricul-  Between  As- 

tural  as  well  as  industrial  workers  are  subject  to  compulsory  insur-  riculture  and 

Industry 

ance.     These  views  are  shared  by  the  majority  of  the  employers;   for 
it  can  hardly  be  questioned   that  nearly  all  employers  take  the  hu-' 
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mane  standpoint  that  the  welfare  of  their  workmen  demands  an  ac- 
cident compensation  insurance  system. 

As  you  are  undoubtedly  aware,  there  is  now  before  the  Reichstas 
a  bill  comprising  new  Imperial  Insurance  Regulations  which  carry 
with  them  several  advantages  for  the  workers  and  also  some  disad- 
vantages for  the  employer,  especially  for  the  Employers*  Associations, 

Hopes  New  whose  autonomy  it  is  aimed  to  curtail  by  establishing  government  in- 

Blll  Will  Not 

Become  Law  surance  offices  to  which  the  fixing  of  the  compensation  Is  to  be  trans- 
ferred. It  is  hoped  that  this  bill  will  not  become  law,  all  the  more 
so  as  the  establishment  of  the  insurance  offices  planned  would  pre- 
sumably cause  a  total  expenditure  of  at  least  30,000,000  marks,  ($7,500,- 
000)  not  even  the  smallest  fraction  of  which  would  raise  the  insur- 
ance benefits  or  bring  about  any  material  promotion  of  insurance  in 
other  directions. 

Yours  respectfully, 

(Signed)  Ferdinand  Kunad* 

Chairman    Sax&-Thuringian  Iron  &  Steel  Employers*  Association. 


AuGSBUBu,  September  1,  1910. 


Mr.  Febdinand  C.  Schwedtman, 

Berlin,  Germany. 
My  Dear  t>ir: 

In  compliance  with  your  request  of  August  20th  we  beg  to  state 
the  following: 

The  organization  of  Employers'  Associations  as  prescribed  by  the 
German   Accident   Compensation   Insurance   law   we   consider   an   un- 
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qualified  success.    We  could  not  suggest  any  change.    Other  forms  of  in- 
surance, such  as  the  Austrian  Territorial  system,  for  instance,  may 
offer   certaim   advantages,  but  after  all   is   said   and   done,   we   think 
the  German  system  is  by  far  the  best.    By  separating  the  lines  of  Indus-  German  Sys- 
try,  it  is  rendered  possible  to  gain  a  better  understanding  of  the  in-  ^^™  g^'     ^^ 
jured  party's  economic  and  working  conditions,  to  enforce  the  regula- 
tions for  the  prevention  of  accidents  more  effectively  and  to  distribute 
the  cost  of  the  system  more  uniformly  and  fairly.    These  three  things 
are  the  very  basis  of  a  successful  Accident  Compensation  Insurance 
System.     The  German  employers  pay  the  greater  part  of  the  cost  of 
the  system  out  of  their  own  pockets  and  contribute  liberally  to  the 
workers*   sick  funds.     No  bureaucratic  institution   is   entrusted  with  on  a  Business 
the  administration  of  the  German  Accident  Compensation  Insurance  S^s*^ 
Law,  but  the  very  factors  which  control  the  economic  life  of  Germany 
are  also  responsible  for  the  operation  of  our  accident  compensation 
insurance  system.     The  Government's  functions  are  merely  those  of 
supervision  and  examination.    We  would  not  be  in  favor  of  changing 
the  system. 

We  also  consider  that  compulsory  insurance  is  best.  We  are 
firmly  convinced  that  the  countries  in  which  the  system  of  voluntary 
or  optional  insurance  still  prevails  will,  in  the  course  of  time,  change 

to  the  German  system.     Compulsory  insurance  at  once  becomes  gen-  Compulsory 

Versus 
erah  as  is  shown  by  the  evolution  of  Accident  Compensation  Insurance  voiuntar) 

in  Germany.    If  you  exclude  agriculture  you  would  intensify  our  "land-  I'^s"^*"^* 
fiight,"  by  furnishing  the  agricultural  workers  an  additional  induce- 
ment to  become  factory  employes. 

Generally  speaking,  it  must  be  admitted  that  the  German  workers 
are  well  satisfied  with  our  Accident  Compensation  Insurance  System; 
it  is  diflacult  to  conceive  what  would  be  the  condition  of  German  work- 
men as  a  whole  without  such  insurance.  Certain  it  is  that  our  work- 
men's insurance  system  has  substantially  raised  the  German  workers' 
physical  and  mental  level.  The  drawbacks  of  the  system — pension 
mania  and  simulation — cannot  be  denied,  but  according  to  our  experi- 
ence, which  extends  over  a  good  many  years,  these  are  not  so  seri- 
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ous  as  is  claimed  in  some  quarters  and  are  not  confined  to  compul- 
sory insurance  but  also  exist  in  connection  with  optional  insurance. 
We  are  unable  to  say  whether  workmen's  insurance  has  had  a  retard- 
ing or  stimulating  effect  on  the  trades'  union  movement.  We  hope 
the  above  statements  will  be  satisfactory  and  beg  to  remain 

Yours  very  truly, 

(Signed)   Richard  Schuber, 

Chairman  South  German  Textile  Employers'  Association. 


Munchkn-Gladbacii,  September  5,  1910. 


System  Has 
Not  Been 
Surpassed 


Designed  to 
Protect  and 
Benefit 
Workmen 


Dear  Sir: 

In  reply  to  your  favor  of  August  20th  I  beg  to  say  that  the  fol- 
lowing answers  to  your  questions  are  based  on  my  personal  experience 
with  our  insurance  laws: 

The  German  Accident  Compensation  Insurance  System  has  not 
been  surpassed  by  that  of  any  other  country  so  far  as  I  know,  but 
has  become  a  model  for  others  to  copy.  The  question  what  changes 
might  be  suggested  cannot  be  answered  in  a  general  way.  The  changes 
proposed  by  the  government,  which  occupy  the  Reichstag  at  the  present 
time,  are  being  bitterly  fought  by  the  German  Employers*  Asso- 
ciations. Speaking  from  my  own  experience,  I  believe  that  the  German 
system  has  stood  the  test  both  from  a  business  and  a  humane  point  of 
view.  No  one  who  is  familiar  with  the  German  Accident  Compensa- 
tion Insurance  Laws  and  has  come  into  actual  touch  with  them  wouM 
think  of  abolishing  them.  I  consider  compulsory  insurance  absolutely 
necessary  to  make  a  national  system  thoroughly  successful.  If  the 
German  workman  has  not  become  better  satisfied  since  the  adoption  of 
the  accident  compensation  insurance  system,  it  cannot  be  the  fault 
of  the  system  which  is  primarily  designed  to  protect  and  benefit  the 
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workers.  Trade  unions  have  steadily  increased  since  the  adoption 
of  the  system,  but  whether  our  accident  compensation  insurance  laws 
or  other  conditions  are  responsible  for  this  is  difficult  to  say. 

The  social  result  of  the  German  Accident  Compensation  Insurance  Material  Im- 
and   Accident  Prevention   System   must  necessarily  be  a  substantial  SJ^^^^^!^^  *" 
improvement  of  their  material  condition.     The  workmen's  contribu-  Condition 
tion  through  the  sick  fund  during  the  13  weeks*  waiting  time  is  very 
desirable  and  practical;  whether  it  reduces  simulation  is  something  I 
would  not  like  to  say;  it  is  not  necessary,  in  my  opinion,  to  increase 
the  workmen's  contribution.     So  far  as  the  industrial  employers  are 
concerned,   the  application  of  our  system  to  agriculture  presumably 
has  not  much  interest.    I  am  justified  in  assuming  that  the  above  views 
are  shared  by  many  employers. 

Yours  respectfully, 

(Signed)  Cabl  Otto  Langen, 

Chairman    of   the   Board    of   Directors   of   the   Rhenisch-Westphalian 
Textile  Employers'  Association. 


STATEMENT  OF  ROBERT  SCHMIDT, 
SOCIAL-DEMOCRATIC  MEMBER  OF  REICHSTAG 

Berlin,  August  20,  1910- 

Accident  compensation  insurance  as  existing  in  Germany,  compriseei 
workmen  in  industry,  trade  and  agriculture  with  the  exception  of  a  few 

occupations   in   which  the  operating  danger  is  comparatively  slight. 

Wan  ts   All 
This  separation  has  led  to  many  inconveniences,  as  the  dividing  line  occupations 

cannot  always  be  clearly  recognized.     The  workmen  desire  that  this  g"gV*  ^^  *^ 

separation   be   done   away   with   and   that   all   persons   employed   en* 

joy    the    same    protection    with    regard    to    operating    hazards.     By 
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Acknowledges 
Humanitarian 
Side  of 
System 


Thinks 
Austrian 
System 
Superior 


Wants  Com- 
pensation 
Raised 


Including  all  occupations  in  the  system,  the  general  cost  of  acci- 
dent insurance  compensation  would  be  appreciably  reduced,  while 
all  workers  would  enjoy  the  same  rights  in  case  of  accidents. 

The  German  Accident  Compensation  Insurance  Laws  go  far  be- 
yond the  principle  of  the  civil  law  in  that  the  claims  for  compensa- 
tion are  not  made  dependent  on  proving  either  the  employer's  or  the 
workman's  responsibility  for  the  accident.  Every  operating  accident 
Is  recognized  as  such  in  the  sense  of  the  accident  compensation  in- 
surance laws.  This  fundamental  principle  gives  the  worker  a  right 
to  compensation  even  if  he  himself  contributed  to  the  accident  through 
carelessness  or  negligence.  It  must  be  acknowledged  that  humanitarian 
considerations  were  the  guiding  factors  in  eliminating  this  question  of 
responsibility  for  the  accident. 

The  German  Accident  Compensation  Insurance  Law  creates  com- 
pulsory organizations  according  to  lines  of  industry  and  makes  these 
the  carriers  of  the  insurance.  Among  the  workers  the  opinion  pre- 
vails that  this  division  according  to  lines  of  industry  is  clumsy  in 
operation  and  that  the  Austrian  method  based  on  territorial  divisions 
is  simpler  and  affords  many  advantages.  Disputes  frequently  arise 
as  to  the  Employers'  Association  to  which  a  given  occupation  belongs. 
Aside  from  this,  it  happens  that  in  composite  industries  several  Elm- 
ployers'  Associations  carry  the  insurance  or  that  occupations  are  as- 
signed to  an  Employers'  Association  to  which  they  do  not  belong  at 
all.  In  its  first  bills  relating  to  this  subject,  the  German  Government 
did  not  contemplate  any  division  but  recommended  the  establishment  of 
a  general  insurance  institution.  The  compensation  paid  to  those  in- 
jured by  accidents  is  two-thirds  of  the  damage  suffered  and  is  based 
upon  the  wages  actually  earned.  Anything  above  1500  marks  (375  dol- 
lars) per  annum,  however,  is  only  figured  at  one-third,  so  that  the  com- 
pensation does  not  even  reach  two-thirds  of  the  actual  damage  in  some 
cases.  It  is  only  in  case  of  complete  helplessness  on  the  part  of  the 
injured  party  that  the  pension  is  increased  to  the  full  amount  of  the 
annual  wages  earned,  subject  to  the  limitation  just  mentioned.  If  the 
injuries  caused  by  the  accident  prove  fatal,  the  widow  receives  a  pen* 
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sion  amounting  to  20  per  cent  of  the  annual  wages  earned  by  her  hus- 
band, and  a  similar  amount  for  each  child,  which,  however,  may  be  re- 
duced, making  the  maximum  income  60  per  cent  of  the  annual  wages 
earned.  If  the  deceased  was  the  principal  bread  winner  of  his  parents  or 
grandparents,  these  are  entitled  to  a  "Survivors'  Pension"  unless  the 
prior  claims  of  the  widow  or  children  of  the  deceased  have  exhausfted 
the  compensation  possibilities.  The  amounts  of  the  incomes  or  pen- 
sions paid  to  parties  injured  by  accidents  are  considered  inadequate  by 
the  workers.  Pull  compensation  for  the  damage  caused  by  the  oper- 
ating accident  is  asked. 

Workers  have  no  voice  whatever  in  the  original  fixing  of  the  com- 
pensation, which  is  left  entirely  to  the  Employers'  Association,  but  they 
do  form  part  of  the  tribunals  of  arbitration,  to  which  compensation  j-^^^^  j^^^ 

cases  may  be  appealed  free  of  charge.    The  intention  to  restrict  this   i^®si**e 

Workers* 

procedure  and  particularly  not  to  permit  all  cases  to  go  to  the  Imperial  Present 

Rights  of 
Insurance  Office,  the  highest  and  final  court  of  appeal  in  compensa-  Appeal  Cor* 

tion  disputes,  is  bitterly  opposed  by  our  workmen.    It  is  felt  that  the  ""*^** 
decision  of  one  tribunal  in  connection  with  these  frequently  very  impor- 
tant cases  is  not  sufficient,  but  that  there  should  be  an  opportunity  for 
another  examination  and  verdict. 

The  shortcomings  of  accident  compensation  insurance  as  the 
workers  see  them,  have  been  intimated  above.  It  is  not  necessary  to 
take  up  questions  of  a  subordinate  nature. 

(Signed)   Robert  Schmidt, 
Social  Democratic  Member  of  the  Reichstag. 
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Bbandenbubo,     September  19,  1910. 


Mb.  F.  C.  Schwedtman. 


Dear  Sir: 


Great   Im- 
provement 
Over  Em- 
ployers* 
IJabllity 


Socialists 
Responsible 
for  Dissatis- 
faction 


Practical 
Value  of 
Workers' 
Contribution 


Your  esteemed  favor  of  the  20th  ult.  reached  me  with  considerable 
delay,  as  I  have  been  absent  from  home  for  quite  some  time.  I  now 
beg  to  say  the  following  in  answer  to  your  questions  concerning  our  ac- 
cident insurance  system: 

The  system,  generally  speaking,  has  proven  very  satisfactory  for 
25  years;  neither  does  the  new  bill  for  the  Imperial  insurance  regu- 
lations carry  with  it  any  substantial  changes  in  accident  insurance  as 
existing  to-day.  Compulsory  insurance  is  absolutely  necessary  to  in- 
sure the  success  of  a  national  system.  Our  present  accident  insurance 
law  is  a  great  improvement  over  the  old  employers*  liability  law  and 
protects  the  workmen  in  a  far  more  substantial  manner,  a  fact  which  is 
universally  acknowledged. 

The  employers  have  acquiesced  in  bearing  the  burden  of  the  sys- 
tem alone.  The  self-governing  feature  of  the  Employers'  Associations 
has  stood  the  test.  That  the  workmen  are  frequently  dissatisfied  with 
the  compensation  allowed  by  the  Employers'  Associations  and  with 
their  methods  generally,  is  something  for  which  the  Social-Democratic 
agitators  are  responsible.  The  accident  insurance  law  presumably  has 
exerted  no  influence  on  the  trade  unions. 

The  economic  condition  of  workmen  injured  by  accidents  has  un- 
doubtedly been  improved.  The  contribution  of  the  workmen  by  the  pay- 
ments being  taken  out  of  the  sick  funds  during  the  first  13  weeks  is 
of  no  importance  financially,  but  this  arrangement  makes  it  easier  to 
determine  the  extent  to  which  the  earning  capacity  has  been  impaired 
and    renders   simulation   more    difficult,    besides   enabling  the  injured 

party  to  secure  payments  immediately  after  the  accident.     It  is  there- 
fore recommended  that  this  arrangement  be  retained  but  the  insle:- 
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nificant  contribution  of  the  workmen  involved  by  it  must  not  be  raised. 

The  separation  of  industrial  from  agricultural  accident  insurance,  in 

my  opinion,  is  in  the  interests  of  both,  because  the  conditions  are  so 

different  in  each. 

Accident  prevention  which  the  law  requires  from  the  EJmployers'  Importance 

of  Accident 
Associations  is  of  the  utmost  importance  in  diminishing  the  accidents  prevention 

which  will  always  be  connected  with  the  operation  of  factories. 

The  views  expressed  above  presumably  coincide  with  those  held 
by  most  other  manufacturers,  although  small  employers  frequently  com- 
plain of  the  burdens  which  are  imposed  on  them  by  accident  insurance. 

Hoping  that  these  statements  will  be  of  some  use  to  you,  I  beg 
to  remain 

You-rs  truly, 

(Signed)  O.  Metzenthin, 

President  of  the   Board  of  Directors  of  the  North  German  Textile 
Employers'  Association. 


Mainz,  August  26,  1010. 

Mb.  F.  C.  Schwedtman. 
Dear  Sir: 

In  compliance  with  your  request  of  the  20th  inst.,  I  am  very  much 
pleased  to  state  my  views  regarding  the  questions  asked. 

The  German  Accident  Compensation  Insurance  System,  in  my 
opinion,  has  proven  thoroughly  satisfactory  in  its  present  form,  both 
from  a  business  and  a  humane  point  of  view.  I  consider  it  absolutely 
necessary  that  this  system  and  particularly  the  present  organization 
which  is  based  on  self-governing  Employers*  Associations,  be  retained.  ^^  j^^^^  ^f 
There  have  been  no  developments  of  any  kind  to  render  changes  of  a  Ghangea 
fundamental  nature  necessary.  I  consider  compulsory  insurance  a  ne- 
cessity if  a  national  system  of  this  kind  is  to  succeed.  The  German 
Accident  Compensation  Insurance  System  has  had  no  effect  on  trade 
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BeUtUes 
Value   of 
Workers' 
Contribution 


unions  in  my  opinion.  That  accident  compensation  insurance  has 
exerted  a  beneficial  social  influence  on  the  workers  as  a  class  can- 
not be  doubted.  Technically  there  is  no  such  thing  as  a  "workers' 
contribution"  to  accident  compensation  insurance;  under  the  German 
system  of  social  insurance  the  workers  merely  contribute  to  the  sick 
funds,  out  of  which  the  compensation  for  accidents  is  paid  during  the 
first  13  weeks.  The  contribution  in  question  therefore  is  of  little  import- 
ance, so  far  as  carrying  the  Accident  Compensation  Insurance  Law  into 
effect  is  concerned.  Simulation  could  hardly  be  expected  to  diminish 
on  account  of  the  workers'  contribution.  It  is  of  interest  to  the  indus- 
trial employer  to  have  agriculture  form  a  part  of  the  system. 

EiVen:  if  our  social  insurance  legislation  has  so  far  found  but  little 
gratitude  and  appreciation  on  the  part  of  the  workmen,  I  nevertheless 
consider  it  the  duty  of  our  industries,  commerce,  trade  and  agriculture, 
to  continue  developing  and  improving  the  system  in  every  way  possible. 

Yours  respectfully, 


(Signed)  H.  R.  v.  Maffei, 


Chairman   South  German  Iron  and  Steel  Employers'  Association. 


Employers' 
Influence  on 
Origrinal  Ac- 
cident Legis- 
lation 


THE  GERMAN   ACCIDENT   INSURANCE   SYSTEM 

By  MR.  ROTGER 

Ckairman  of  the  Central  Federation  ol  German  Induitnaliflte 

As  far  back  as  1879  the  Central  Federation  of  German  Industrial- 
ists advocated,  through  one  of  its  prominent  members,  Baron  von 
Stumm-Halberg,  the  establishment  of  an  old  age  and  invalidity  insur- 
ance system,  and  in  1880  a  memorandum  was  submitted  to  Prince 
Bismarck  by  Louis  Baar6,  also  a  leading  industrialist  and  a  well-known 
member  of  the  Federation,  which  was  of  far-reaching  influence  on 
the  first  government  bill  dealing  with  the  subject  of  accident  insur- 
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ance.    At  the  Central  Federation's  Committee  meeting  on  January  30, 
1881,  this  hill  met  with  hearty  approval  and  enthusiastic  support. 

In  the  Central  Federation  of  German  Industrialists  and  among  German 
manufacturers  generally  the  conviction  is  felt  that  the  German  Acci-  turers  Have 

dent  Compensation  Insurance  System  has  proven  beneficial,  and  that  f'^""^  Sys- 

•^  *^  tern  Beneficial 

its  fundamental  principles  are  well  conceived.  After  the  system   had 

been  in  operation  for  ten  years,  the  supplementary  bill  introduced  with 

reference  to  it  gave  rise  to  a  discussion  at  the  Committee  meeting  on 

the  Central  Federation,  held  on  October  18,  1897,  and  the  remarks  made 

on  that  occasion  by  the  late  Mr.  Jencke,  a  former  president  of  the 

Central  Federation  and  himself  an  expert  on  the  subject,  met  with 

universal  approval.    His  statement  culminated  in  the  conclusion  that 

the  fundamental   principles  of  the  law  required  no  revision  of  any  An  Expert's 

Opinion  Ex- 
kind  and  that  the  opinion  prevailed,  both  in  industrial  circles  and  out-  pressed  14 

side  of  them,  that  of  the  three  insurance  laws  the  one  relating  to  ^®^"  -^^• 

accident  compensation  insurance  had  proven  thfe  greatest  success  of  all. 

That  is  as  true  today  as  it  was  then.   The  industrialists  willingly 

bear  the  financial  burden  of  accident  insurance  and  also  do  all  the 

work  connected  with  the  operation  of  the  system.     They  are  very 

jealous,  however,  of  their  right  to  manage  their  own  affairs,  and  justly  Insist  on 

Self-Qovern- 
so,  for  the  self-governing  feature  of  the  Employers'  Associations  is  of  ment. 

vital  importance  to  the  success  of  the  accident  insurance  system. 

The  good  work  done  by  the  Elmployers'  Associations  is  being  rec- 
ognized and  appreciated  everywhere,  even  outside  of  manufacturing 
circles. 

Details,  of  course,  cannot  be  gone  into  here.  That  some  of  the 
things  found  in  the  original  law  and  in  the  subsequent  amendments 
were  not  entirely  approved  by  the  German  industrial ists  but  even 
attacked  and  vigorously  fought,  where,  in  the  opinion  of  the  employ- 
ing class,  unwarranted  demands  were  made,  cannot  cause  surprise. 
Thus  the  excessive  increase  in  the  reserve  funds  called  for  by  the  sup- 
plementary bill  of  1900  was  opposed  from  the  very  start  and,  as  a 
result,  the  new  Imperial  Insurance  Regulation  bill  which  is  now  pend* 
ing,  again  relieves  this  condition. 
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WORKMEN'S  COMPENSATION  ACT,  1906 

(6  Edw.  Vn.  c.  58) 

An  Act  to  consolidate  and.  amend  the  Law  with  respect  to  Com- 
pensation to  Workmen  for  Injuries  suffered  in  the  course  of  their 
Employment.  (21st  December,  1906.) 

Be  it  enacted  by  the  King's  most  Excellent  Majesty,  by  and  with 
the  advice  and  consent  of  the  Lords  Spiritual  and  Temporal,  and  Com- 
mons, in  this  present  Parliament  assembled,  and  by  the  authority  of 

the  same,  as  follows: 

I 

(1)  If  in  any  employment  personal  injury  by  accident  arising  out 
of  and  in  the  course  of  the  employment  is  caused  to  a  workman,  his 
employer  shall,  subject  as  hereinafter  mentioned,  be  liable  to  pay  com- 
pensation in  accordance  with  the  First  Schedule  to  this  Act. 

(2)  Provided  that 

(a)  The  employer  shall  not  be  liable  under  this  Act  in  re- 

spect of  any  injury  which  does  not  disable  the  work- 
man for  a  period  of  at  least  one  week  from  earning 
full  wages  at  the  work  at  which  he  was  employed. 

(b)  When   the   injury   was   caused   by  the  personal   negli- 

gence or  wilful  act  of  the  employer  or  of  some  person 
for  whose  act  or  default  the  employer  is  responsible, 
nothing  in  this  Act  shall  affect  any  civil  liability  of 
the  employer,  but  in  that  case  the  workman  may,  at 
his  option,  either  claim  compensation  under  this  Act  or 

take  proceedings  independently  of  this  Act;   but  the 
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employer  shall  not  be  liable  to  pay  compensation  for 
injury  to  a  workman  by  accident  arising  out  of  and 
in  the  course  of  the  employment  both  independently  of 
and  also  under  this  Act,  and  shall  not  be  liable  to 
any  proceedings  independently  of  this  Act,  except  in 
case  of  such  personal  negligence  or  wilful  act  as  afore- 
said. 
(c)  If  it  is  proved  that  the  injury  to  a  workman  is  attri- 
butable to  the  serious  and  wilful  misconduct  of  the 
workman,  any  compensation  claimed  in  respect  of 
that  injury  shall,  unless  the  injury  results  in  death 
or  serious  and  permanent  disablement,  be  disallowed. 

(3)  If  any  question  arises  in  any  proceedings  under  this  Act  as 
to  the  liability  to  pay  compensation  under  this  Act  (including  any 
question  as  to  whether  the  person  injured  is  a  workman  to  whom  this 
Act  applies),  or  as  to  the  amount  or  duration  of  compensation  under 
this  Act,  the  question,  if  not  settled  by  agreement,  shall,  subject  to 
the  provisions  of  the  First  Schedule  to  this  Act,  be  settled  by  arbi- 
tration, in  accordance  with  the  Second  Schedule  to  this  Act. 

(4)  If,  within  the  time  hereinafter  in  this  Act  limited  for  taking 
proceedings,  an  action  is  brought  to  recover  damages  independently 
of  this  Act  for  injury  caused  by  any  accident  and  is  determined  in 
such  action  that  the  injury  is  one  for  which  the  employer  is  not 
liable  in  such  action,  but  that  he  would  have  been  liable  to  pay  com- 
pensation under  the  provisions  of  this  Act,  the  action  shall  be  dis- 
missed; but  the  court  in  which  the  action  is  tried  shall,  if  the  plaintiff 
so  choose,  proceed  to  assess  such  compensation,  but  may  deduct  from 
such  compensation  all  or  part  of  the  costs  which,  in  its  judgment,  have 
been  caused  by  the  plaintiff  bringing  the  action  instead  of  proceeding 
under  this  Act.  In  any  proceeding  under  this  subsection,  when  the 
court  assesses  the  compensation  it  shall  give  a  certificate  of  the  com- 
pensation it  has  awarded  and  the  directions  it  has  given  as  to  the  de- 
duction for  costs,  and  such  certificate  shall  have  the  force  and  effect 
of  an  award  under  this  Act. 
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(5)  Nothing  in  this  Act  shall  affect  any  proceeding  for  a  fine 
under  the  enactments  relating  to  mines,  factories,  or  workshops, 
or  the  application  of  any  such  fine. 

II 

(1)  Proceedings  for  the  recovery  under  this  Act  of  compensation 
for  an  injury  shall  not  be  maintainable  unless  notice  of  the  accident 
has  been  given  as  soon  as  practicable  after  the  happening  thereof  and 
before  the  workman  has  voluntarily  left  the  employment  in  which  he 
was  injured,  and  unless  the  claim  for  compensation  with  respect  to 
such  accident  has  been  made  within  six  months  from  the  occurrence 
of  the  accident  causing  the  injury,  or,  in  case  of  death,  within  six 
months  from  the  time  of  death: 

Provided  always  that 

(a)  the  want  of  or  any  defect  or  inaccuracy  in  such  notice 

shall  not  be  a  bar  to  the  maintenance  of  such  pro- 
ceedings if  it  is  found  in  the  proceedings  for  settling 
the  claim  that  the  employer  is  not,  or  would  not,  if 
a  notice  or  an  amended  notice  were  then  given  and  the 
hearing  postponed,  be  prejudiced  in  his  defence  by 
the  want,  defect,  or  inaccuracy,  or  that  such  want,  de- 
fect, or  inaccuracy  was  occasioned  by  mistake,  ab- 
sence from  the  United  Kingdom,  or  other  reasonable 
cause;   and 

(b)  the  failure  to  make  a  claim  within  the  period  above 

specified  shall  not  be  a  bar  to  the  maintenance  of 
such  proceedings  if  it  is  found  that  the  failure  was 
,  occasioned  by  mistake,  absence  from  the  United  King- 
dom, or  other  reasonable  cause. 

(2)  Notice  in  respect  of  an  injury  under  this  Act  shall  give  the 
name  and  address  of  the  person  injured,  and  shall  state  in  ordinary 
language,  the  cause  of  the  injury  and  the  date  at  which  the  accident 
happened,  and  shall  be  served  on  the  employer,  or,  if  there  is  more 
than  one  employer,  upon  one  of  such  employers. 
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(3)  The  notice  may  be  served  by  delivering  the  same  at,  or  send- 
ing it  by  post  in  a  registered  letter  addressed  to,  the  residence  or  place 
of  business  of  the  person  on  whom  it  is  to  be  served. 

(4)  Where  the  employer  is  a  body  of  persons,  corporate  or  un- 

incorporate,  the  notice  may  also  be  served  by  delivering  the  same 

at,  or  by  sending  it  by  post  in  a  registered  letter  addressed  to,  the 

employer  at  the  office,  or,  if  there  be  more  than  one  office,  any  one 

of  the  offices  of  such  body. 

Ill 

(1)  If  the  Registrar  of  Priendly  Societies,  after  taking  steps  to  as- 
certain the  views  of  the  employer  and  workman,  certifies  that  any 
scheme  of  compensation,  benefit,  or  insurance  for  the  workman  of  an 
employer  in  any  employment,  whether  or  not  such  scheme  includes 
other  employers  and  their  workmen,  provides  scales  of  compensation 
not  less  favorable  to  the  workmen  and  their  dependants  than  the  corre- 
sponding scales  contained  in  this  Act,  and  that,  where  the  scheme  pro- 
vides for  contributions  by  the  workmen,  the  scheme  confers  ben^ts 
at  least  equivalent  to  those  contributions,  in  addition  to  the  benefits 
to  which  the  workmen  would  have  been  entitled  under  this  Act,  and 
that  a  majority  (to  be  ascertained  by  ballot)  of  the  workmen  to  whom 
the  scheme  is  applicable  are  in  favor  of  such  scheme,  the  employer 
may,  whilst  the  certificate  is  in  force,  contract  with  any  of  his  work- 
men that  the  provisions  of  the  scheme  shall  be  substituted  for  the  pro- 
visions of  this  Act,  and  thereupon  the  employer  shall  be  liable  only 
in  accordance  with  the  scheme,  but,  save  as  aforesaid,  this  Act  shall 
apply  notwithstanding  any  contract  to  the  contrary  made  after  the  com- 
mencement o*f  this  Act. 

(2)  The  Registrar  may  give  a  certificate  to  expire  at  the  end  of  a 
limited  period  of  not  less  than  five  years,  and  may  from  time  to  time 
renew  with  or  without  modifications  such  a  certificate  to  expire  at 
the  end  of  the  period  for  which  it  is  renewed. 

(3)  No  scheme  shall  be  certified  which  contains  an  obligation 
upon  the  workmen  to  join  the  scheme  as  a  condition  of  their  hiring, 
or  which  does  not  contain  provisions  enabling  a  workman  to  with- 
draw from  the  scheme. 
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(4)  If  complaint  is  made  to  the  Registrar  of  Friendly  Societies  by 
or  on  behalf  of  the  workmen  of  any  employer  that  the  benefits  con- 
ferred by  any  scheme  no  longer  conform  to  the  conditions  stated  in 
subsection  (1)  of  this  section,  or  that  the  provisions  of  such  scheme 
are  being  violated,  or  that  the  scheme  is  not  being  fairly  administered, 
or  that  satisfactory  reasons  exist  for  revoking  the  certificate,  the 
Registrar  shall  examine  into  the  complaint,  and,  if  satisfied  that  good 
cause  exists  for  such  complaint,  shall,  unless  the  cause  of  complaint 
is  removed,  revoke  the  certificate. 

(5)  When  a  certificate  is  revoked  or  expires,  any  moneys  or 
securities  held  for  the  purpose  of  the  scheme  shall,  after  due  pro- 
vision has  been  made  to  discharge  the  liabilities  already  accrued,  be 
distributed  as  may  be  arranged  between  the  employer  and  workmen, 
or  as  may  be  determined  by  the  Registrar  of  FYiendly  Societies  in  the 
event  of  a  difference  of  opinion. 

(6)  Whenever  a  scheme  has  been  certified  as  aforesaid,  it  shall  be 
the  duty  of  the  employer  to  answer  all  such  inquiries  and  to  furnish  all 
such  accounts  in  regard  to  the  scheme  as  may  be  made  or  required 
by  the  Registrar  of  Friendly  Societies. 

(7)  The  Chief  Registrar  of  Friendly  Societies  shall  include  in  his 
annual  report  the  particulars  of  the  proceedings  of  the  Registrar  under 
this  Act. 

(8)  The  Chief  Registrar  of  Friendly  Societies  may  make  regula- 
tions for  the  purpose  of  carrying  this  section  into  effect 

rv 

(1)  Where  any  person  (in  this  section  referred  to  as  the  princi- 
pal) in  the  course  of  or  for  the  purposes  of  his  trade  or  business,  con- 
tracts with  any  other  person  (in  this  section  referred  to  as  the  con- 
tractor) for  the  execution  by  or  under  the  contractor  of  the  whole  or 
any  part  of  any  work  undertaken  by  the  principal,  the  principal  shall 
be  liable  to  pay  to  any  workman  employed  in  the  execution  of  the  work 
any  compensation  under  this  Act  which  he  would  have  been  liable  to 
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pay  if  that  workman  had  been  immediately  employed  by  him;  and 
where  compensation  is  claimed  from  or  proceedings  are  taken  against 
the  principal,  then,  in  the  application  of  this  Act  references  to  the 
principal  shall  be  substituted  for  the  references  to  the  employer,  except 
that  the  amount  of  compensation  shall  be  calculated  with  reference  to 
the  earnings  of  the  workman  under  the  employer  by  whom  he  is  im- 
mediately employed: 

Provided,  that,  where  the  contract  relates  to  threshing,  plowing, 
or  other  agricultural  work,  and  the  contractor  provides  and  uses 
machinery  driven  by  mechanical  power  for  the  purpose  of  such  work, 
he  and  he  alone  shall  be  liable  under  this  Act  to  pay  compensation 
to  any  workman  employed  by  him  on  such  work. 

(2)  Where  the  principal  is  liable  to  pay  compensation  under  this 
section,  he  shall  be  entitled  to  be  Indemnified  by  any  person  who  would 
have  been  liable  to  pay  compensation  to  the  workman  independently 
of  this  section,  and  all  questions  as  to  the  right  and  amount  of  any 
such  indemnity  shall  in  default  of  agreement  be  settled  by  arbitra- 
tion under  this  Act. 

(3)  Nothing  in  this  section  shall  be  construed  as  preventing  a 
workman  recovering  compensation  under  this  Act  from  the  contrac- 
tor instead  of  the  principal. 

(4)  This  section  shall  not  apply  in  any  case  where  the  accident 
occurred  elsewhere  than  on.  or  in,  or  about  premises  on  which  the 
principal  has  undertaken  to  execute  the  work  or  which  are  otherwise 
under  his  control  or  management. 


(1)  Where  any  employer  has  entered  into  a  contract  with  any 
insurers  in  respect  of  any  liability  under  this  Act  to  any  workman, 
then,  in  the  event  of  the  employer  becoming  bankrupt,  or  making  a 
composition  or  arrangement  with  his  creditors,  or  if  the  employer  is 
a  company  in  the  event  of  the  company  having  commenced  to  be  wound 
up,  the  rights  of  the  employer  against  the  insurers  as  respects  that 
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liability  shall,  notwithstanding  anything  in  the  eiiftctments  relating  to 
bankruptcy  and  the  winding  up  of  companies,  be  transferred  to  and 
vest  in  the  workmen,  and  upon  any  such  transfers  the  insurer  shall 
have  the  same  rights  and  remedied  and  be  subject  to  the  same  lia- 
bilities as  if  they  were  the  employer,  so  however  that  the  insurers 
shall  not  be  under  any  greater  liability  to  the  workman  than  they 
would  have  been  under  to  the  employer. 

(2)  If  the  liability  of  the  insurers  to  the  workman  is  less  than 
the  liability  of  the  employer  to  the  workman,  the  workman  may  prove 
for  the  balance  in  the  bankruptcy  or  liquidation. 

(3)  There  shall  be  included  among  the  debts  which  under  section 
tfne  of  the  Preferential  Payments  in  Bankruptcy  Act,  1888,  and  section 
four  of  the  Preferential  Payments  in  Bankruptcy  (Ireland)  Act,  1889, 
are  in  the  distribution  of  the  property  of  a  bankrupt  and  in  the  dis- 
tribution of  the  assets  of  a  company  being  wound  tip  to  be  paid  in 
priority  to  all  other  debts,  the  amount,  not  exceeding  in  any  individual 
case  one  hundred  pounds,  due  in  respect  of  any  compensation  the  lia- 
bility wherefore  accrued  before  the  date  of  the  receiving  order  or  the 
date  of  the  commencement  of  the  winding  up,  and  those  Acts  and  the 
Preferential  Payments  in  Bankruptcy  Amendinent  Act,  1897,  shall  have 
efPect  accordingly.  Where  the  compensation  is  a  weekly  payment,  the 
amount  due  in  respect  thereof  shall,  for  the  purposes  of  this  pro- 
vision, be  taken  to  be  the  amount  of  the  lump  sum  for  which  the  week- 
ly payment  could,  if  redeemable,  be  redeemed  if  the  employer  made  an 
application  for  that  purpose  under  the  First  Schedule  to  this  Act. 

(4)  In  the  case  of  the  winding  up  of  a  company  within  the  mean- 
ing of  the  Stannaries  Act,  1887,  such  an  amount  as  aforesaid,  if  the 
compensation  is  payable  to  a  miner  or  the  dependants  of  a  miner,  shall 
have  a  like  priority  as  is  conferred  on  wages  of  miners  by  section 
nine  of  that  act.  and  that  section  shall  have  effect  accordingly. 

(5)  The  provisions  of  this  section  with  respect  to  preferences  and 
priorities  shall  not  apply  where  the  bankrupt  or  the  company  being 
wound  up  has  entered  into  such  a  contract  with  insurers  as  aforesaid. 
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(6)  This  section  shall  not  apply  where  a  company  is  wound  up 
voluntarily  merely  for  the  purposes  of  reconstruction  or  of  amalga- 
mation with  another  company. 

VI 

Where  the  injury  for  which  compensation  is  payable  under  this 
act  was  caused  under  circumstances  creating  a  legal  liability  in  some 
person  other  than  the  employer  to  pay  damages  in  respect  thereof: 

(1)  The  workman  may  take  proceedings  both  against  that 

person  to  recover  damages  and  against  any  person 
liable  to  pay  compensation  under  this  act  for  such 
compensation,  but  shall  not  be  entitled  to  recover 
both   damages  and  compensation;    and 

(2)  If  the  workman  has  recovered  compensation  under  this 

Act  the  person  by  whom  the  compensation  was  paid 
(and  any  person  who  has  been  called  on  to  pay  an 
indemnity  under  the  section  of  this  Act  relating 
to  sub-contracting)  shall  be  entitled  to  be  indemni- 
fied by  the  person  so  liable  to  pay  damages  as 
aforesaid,  and  all  questions  as  to  the  right  to  and 
amount  of  any  such  indemnity  shall,  in  default  of 
agreement,  be  settled  by  action,  or,  by  consent  of  the 
parties,   by   arbitration   under  this  Act 

VII 

(1)  This  Act  shall  apply  to  masters,  seamen,  and  apprentices  to 
the  sea  service  and  apprentices  in  the  sea  fishing  service,  provided 
that  such  persons  are  workmen  within  the  meaning  of  this  Act,  and 
are  members  of  the  crew  of  any  ship  registered  in  the  United  King- 
dom, or  of  any  other  British  ship  or  vessel  of  which  the  owner,  or  (if 
there  is  more  than  one  owner)  the  managing  owner,  or  manager  re- 
sides or  has  his  principal  place  of  business  in  the  United  Kingdom, 
subject  to  the  following  modifications: 

(a)  The  notice  of  accident  and  the  claim  for  compensation 
may,  except  where  the  person  injured  is  the  master, 
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be  served  on  the  master  of  the  ship  as  if  he  were  the 
employer,  but  where  the  accident  happened  and  the 
incapacity  commenced  on  board  the  ship  it  shall  not 
be  necessary  to  give  any  notice  of  the  accident; 

(b)  In    the    case    of    the    death    of    the    master,    seaman, 

or  apprentice,  the  claim  for  compensation  shall  be 
made  within  six  months  after  news  of  the  death  has 
been  received  by  the  claimant; 

(c)  Where   an    injured   master,    seaman,   or   apprentice    is 

discharged  or  left  behind  in  a  British  possession  or 
in  a  foreign  country,  depositions  respecting  the  cir- 
cumstances and  nature  of  the  injury  may  be  taken 
by  any  judge  or  magistrate  in  the  British  possession, 
and  by  any  British  consular  officer  in  the  foreign 
country,  and  if  so  taken  shall  be  transmitted  by  the 
person  by  whom  they  are  taken  to  the  Board  of  Trade, 
and  such  depositions  or  certified  copies  thereof  shall 
in  any  proceedings  for  enforcing  the  claim  be  admis- 
sible in  evidence  as  provided  by  sections  six  hundred 
and  ninety-one  and  six  hundred  and  ninety-five  of  the 
Merchant  Shipping  Act,  1894,  and  those  sections  shall 
apply   accordingly; 

(d)  In  the  case  of  the  death  of  a  master,  seaman,  or  ap- 

prentice, leaving  no  dependants,  no  compensation 
shall  be  payable,  if  the  owner  of  the  ship  is  under 
the  Merchant  Shipping  Act,  1894,  liable  to  pay  the 
expenses  of  the  burial; 

(e)  The  weekly  payment  shall  not  be  payable  in  respect  of 

the  period  during  which  the  owner  of  the  ship  is, 
under  the  Merchant  Shipping  Act,  1894,  as  amended 
by  any  subsequent  enactment,  or  otherwise,  liable 
to  defray  the  expenses  of  maintenance  of  the  injured 
master,  seaman,  or  apprentice; 
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(f)  Any  sum  payable  by  the  way  of  compensation  by  the 

owner  of  a  ship  under  this  Act  shall  be  paid  in  full 
notwithstanding  anything  in  section  five  hun- 
dred and  three  of  the  Merchant  Shipping  Act. 
1894,  (i^hich  relates  to  the  limitation  of  a  ship  own- 
er's liability  in  certain  cases  of  loss  of  life,  injury  or 
damage),  but  the  limitation  on  the  owner's  liability 
imposed  by  that  section  shall  apply  to  the  amount 
recoverable  by  way  of  indemnity  under  the  section 
of  this  Act  relating  to  remedies  both  against  em- 
ployer and  stranger  as  if  the  indemnity  were  dam- 
ages for  the  loss  of  life  or  personal  injury: 

(g)  Subsections   (2)   and   (3)   of  section  one  hundred  and 

serenty-four  of  the  Merchant  Shipping  Act,  1894» 
(which  relates  to  the  recovery  of  wages  or  seamen 
lost  with  their  ship),  shall  apply  as  respects  proceed- 
ings for  the  recovery  of  compensation  by  dependants 
of  masters,  seamen,  and  apprentices  lost  with  their 
ship  as  they  apply  with  respect  to  proceedings  for 
the  recovery  of  wages  due  to  seamen  and  apprentices; 
and  proceedings  for  the  recovery  of  compensation 
shall  in  such  a  case  be  maintainable  if  the  claim  is 
made  within  eighteen  months  of  the  date  at  which 
the  ship  is  deemed  to  have  been  lost  with  all  hands; 

(2)  This  Act  shall  not  apply  to  such  members  of  the  crew  of  a 
fishing  vessel  as  are  remunerated  by  shares  in  the  profits  or  the  gross 
earnings  of  the  working  of  such  vessel. 

(3)  This  section  shall  extend  to  pilots  to  whom  Part  X  of  the 
Merchant  Shipping  Act,  1894,  applies,  as  if  a  pilot  when  employed  on 
any  such  ship  as  aforesaid  were  a  seaman  and  a  member  of  the  crew. 
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VIII 
(1)  Where— 

(i)  the  certifying  surgeon  appointed  under  the  Factory  and 
Workshop  Act,  1901,  for  the  district  in  which  a  work- 
man is  employed  certifies  that  the  workman  is  suf- 
fering from  a  disease  meptioned  in  the  Third  Sched- 
ule to  this  Act,  and  is  thereby  disabled  from  earning 
full  wages  at  the  work  at  which  he  was  employed;  or 

(ii)  a  workman  is,  in  pursuance  of  any  special  rules  or 
regulations  made  under  the  Factory  and  Workshop 
Act,  1901,  suspended  from  his  usual  employment  on 
account  of  haying  contracted  any  such  disease;  or 

(ill)  the  death  of  a  woFkma^  is  caused  by  any  such  dis- 
ease; and  the  disease  Is  due  tp  the  nature  of  any 
employment  In  which  the  workman  was  employed 
at  any  time  within  the  twelve  months  previous  to  the 
date  of  the  disablement  or  suspension,  whether  under 
one  or  more  employers,  he  or  his  dependants  shall  be 
entitled  to  compensation  under  this  Act  as  If  the  dis- 
ease or  such  suspension  as  aforesaid  were  a  personal 
Injury  by  accident  arising  out  of  and  In  the  course 
of  that  employment,  subject  to  the  following  modlfl< 
cations; 

(a)  The  disablement  or  suspension  shall  be  treated  as  the 

happening  of  the  accident; 

(b)  If  It  be  proved  that  the  workman  has  at  the  time  of 

entering  the  employment  wilfully  and  falsely  rep- 
resented himself  in  writing  as  not  having  previously 
suffered  from  the  disease,  compensation  shall  not  be 
payable; 

(c)  The  compensation   shall  be  recoverable  from  the  em- 

ployer who  last  employed  the  workman  during  the 
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last  twelve  months  in  the  employment  to  the  nature 
of  which  the  disease  was  due; 

Provided  that — 

(i)  the  workman  or  his  dependants  if  so  required  shall 
furnish  that  employer  with  such  information  as  to 
the  names  and  addresses  of  all  the  other  employers 
who  employed  him  in  the  employment  during  the 
said  twelve  months  as  he  or  they  may  possess,  and, 
if  such  information  is  not  furnished,  or  is  not  suflS- 
cient  to  enahle  that  employer  to  take  proceedings 
under  the  next  following  proviso,  that  ^nployer  upon 
proving  that  the  disease  was  not  contracted  whilst 
the  workman  was  in  his  employment  shall  not  be 
liable  to  pay  compensation;  and 

(ii)  if  that  employer  alleges  that  the  disease  was  in  fact 
contracted  whilst  the  workman  was  in  the  employ- 
ment of  some  other  employer,  and  not  whilst  in  his 
employment^  he  may  join  such  other  employer  as  a 
party  to  the  arbitration,  and  if  the  allegation  Is 
proved  that  other  employer  shall  be  the  employer 
from  whom  the  compensation  is  to  be  recoverable; 
and 

(iii)  if  the  disease  is  of  such  a  nature  as  to  be  contracted 
by  a  gradual  process,  any  other  employers  who  during 
the  said  twelve  months  employed  the  workman  in  the 
employment  to  the  nature  of  which  the  disease  was 
due  shall  be  liable  to  make  to  the  employer  from 
whom  compensation  is  recoverable  such  contributions 
as,  in  default  of  agreement,  may  be  determined  in 
the  arbitration  under  this  Act  for  settling  the  amount 
of  the  compensation; 

(d)  The  amount  of  the  compensation  shall  be  calculated 
with  reference  to  the  earnings  of  the  workman  under 
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the  employer  from  whom  the  compensation  is  recover- 
able; 

(e)  The  employer  to  whom  notice  of  the  death,  disablement, 

or  suspension  is  to  be  given  shall  be  the  employer  who 
last  employed  the  workman  during  the  said  twelve 
months  in  the  employment  to  the  nature  of  which 
the  disease  was  due,  and  the  notice  may  be  given 
notwithstanding  that  the  workman  has  voluntarily 
left  his  employment. 

(f)  If  an  employer  or  a  workman  is  agreed  by  the  action 

of  a  certifying  or  other  surgeon  in  giving  or  refusing 
to  give  a  certificate  of  disablement  or  in  suspending 
or  refusing  to  suspend  a  workman  for  the  purposes 
of  this  section,  the  matter  shall  in  accordance  with 
regulations  made  by  the  Secretary  of  State  be  refer- 
red to  a  medical  referee,  whose  decision  shall  be  final. 

(2)  If  the  workman  at  or  immediately  before  the  date  of  the  dis- 
ablement or  suspension  was  employed  in  any  process  mentioned  in 
the  second  column  of  the  Third  Schedule  to  this  Act,  and  the  disease 
contracted  is  the  disease  in  the  first  column  of  that  schedule  set  oppo- 
site the  description  of  the  process,  the  disease,  except  where  the  cer- 
tifying surgeon  certifies  that  in  his  opinion  the  disease  was  not  due 
to  the  nature  of  the  employment,  shall  be  deemed  to  have  been  due 
to  the  nature  of  that  employment,  unless  the  employer  proves  the  con- 
trary. 

(3)  The  Secretary  of  State  may  make  rules  regulating  the  duties 
and  fees  of  certifying  and  other  surgeons  (including  dentists)  under 
this  section. 

(4)  For  the  purposes  of  this  section  the  date  of  disablement  shall 
be  such  date  as  the  certifying  surgeon  certifies  as  the  date  on  which 
the  disablement  commenced,  or,  if  he  is  unable  to  certify  such  a  date, 
the  date  on  which  the  certificate  is  given:     Provided  that — 

(a)  Where  the  medical  referee  allows  an  appeal  against  a 
refusal  by  a  certifying  surgeon  to  give  a  certificate 
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of  disablement,  the  date  of  disablement  shall  be  such 
date  as  the  medical  referee  may  determine; 
()>)  Where  a  workman  dies  without  having  obtained  a  cer- 
tificate of  disablement,  or  Is  at  the  time  of  death  not 
in  receipt  of  a  weekly  payment  on  account  of  disable- 
ment, it  shall  be  the  date  of  death. 

(5)  In  such  cases,  and  subject  to  such  conditions  as  the  Secre- 
tary of  State  may  direct,  a  medical  practitioner  appointed  by  the  Sec- 
retary of  State  for  the  purpose  shall  have  the  powers  and  duties  of  a 
certifying  surgeon  under  this  section,  and  thia  section  shall  be  con- 
strued accordingly. 

(6)  The  Secretary  of  State  may  make  orders  for  extending  the 
provisions  of  this  section  to  other  diseases  and  other  processes,  and 
to  injuries  due  to  the  nature  of  any  employment  specified  in  the  order 
not  being  injuries  by  accident,  either  without  modification  or  subject 
to  such  modification  as  may  be  contained  in  the  order. 

(7)  Where  after  inquiry  held  on  the  application  of  any  employer 
or  workman  engaged  in  any  industry  to  which  this  section  applies, 
it  appears  that  a  mutual  trade  insurance  company  or  society  for  in- 
suring against  the  risks  under  this  section  has  been  established  for 
the  industry,  and  that  a  majority  of  the  employers  engaged  in  that 
industry  are  Insured  against  such  risks  in  the  company  or  society 
and  that  the  company  or  society  consents,  the  Secretary  of  State  may, 
by  Provisional  Order,  require  all  employers  in  that  industry  to  insure 
in  the  company  or  society  upon  such  terms  and  under  such  conditions 
and  subject  to  such  exceptions  as  may  be  set  forth  in  the  Order. 
Where  such  a  company  or  society  has  been  established,  but  Is  con- 
fined to  employers  in  any  particular  locality  or  of  any  particular 
class,  the  Secretary  of  State  may  for  the  purposes  of  this  provision 
treat  the  industry,  as  carried  on  by  employers  in  that  locality  or  of 
that  class,  as  a  separate  industry. 

(8)  A  Provisional  Order  made  under  this  section  shall  be  of  no 
force  whatever  unless  and  until  it  is  confirmed  by  Parliament,  and  if. 
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while  the  Bill  confirming  any  such  Order  is  pending  in  either  House 
of  Parliament,  a  petition  is  presented  against  the  Order,  the  Bill  may 
he  referred  to  a  select  committee,  and  the  petitioner  shall  be  allowed 
to  appear  and  oppose  as  in  the  case  of  Private  Bills,  and  any  Act  con- 
firming any  Provisional  Order  under  this  section  may  be  repealed, 
altered,  or  amended  by  a  Provisional  Order  made  and  confirmed  in 
like  manner. 

(9)  Any  expenses  incurred  by  the  Secretary  of  State  in  respect 
of  any  such  Order,  Provisional  Order,  or  confirming  Bill  shall  be  de- 
frayed out  of  moneys  provided  by  Parliament. 

(10)  Nothing  in  this  section  shall  affect  the  rights  of  a  workman 
to  recover  compensation  in  respect  of  a  disease  to  which  this  section 
does  not  apply,  if  the  disease  is  a  personal  injury  by  accident  within 
the  meaning  of  this  Act. 

IX 

(1)  This  Act  shall  not  apply  to  persons  in  the  naval  or  military 
service  of  the  Crown,  but  otherwise  shall  apply  to  workmen  employed 
by  or  under  the  Crown  to  whom  this  Act  would  apply  if  the  employer 
were  a  private  person: 

Provided  that  in  the  case  of  a  person  employed  in  the  private 
service  of  the  Crown,  the  head  of  that  department  of  the  Royal  House- 
hold in  which  he  was  employed  at  the  time  of  the  accident  shall  be 
deemed  to  be  his  employer. 

(2)  The  Treasury  may,  by  a  warrant  laid  before  Parliament, 
modify  for  the  purposes  of  this  Act  their  warrant  made  under  section 
one  of  the  Superannuation  Act,  1887,  and  notwithstanding  anything 
in  that  Act,  or  any  such  warrant,  may  frame  schemes  with  a  view  to 
their  being  certified  by  the  Registrar  of  FYiendly  Societies  under  this 
Act. 
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rate  and  the  legal  personal  representative  of  a  deceased  em- 
ployer,  and  where  the  services  of  a  workman  are  temporarily 
lent  or  let  on  hire  to  another  person  by  the  person  with  whom 
the  workman  has  entered  into  a  contract  of  service  or  ap- 
prenticeship, the  latter  shall,  for  the  purposes  of  this  Act,  be 
deemed  to  continue  to  be  the  employer  of  the  workman  whilst 
he  is  working  for  that  other  person; 

"Workman"  does  not  include  any  person  employed  otherwise 
than  by  way  of  manual  labor  whose  remuneration  exceeds 
two  hundred  and  fifty  pounds  a  year,  or  a  person  whose  em- 
ployment is  of  a  casual  nature  and  who  is  employed  otherwise 
than  for  the  purposes  of  the  employer's  trade  or  business,  or 
a  member  of  a  police  force,  or  an  out- worker,  or  a  member 
of  the  employer's  family  dwelling  in  his  house,  but,  save  as 
aforesaid,  means  any  person  who  has  entered  into  or  works 
under  a  contract  of  service  or  apprenticeship  with  an  em- 
ployer, whether  by  way  of  manual  labor,  clerical  work,  or 
otherwise,  and  whether  the  contract  is  expressed  or  implied, 
or  oral  or  in  writing; 

Any  reference  to  a  workman  who  has  been  injured  shall,  where 
the  workman  is  dead,  include  a  reference  to  his  legal  per- 
sonal representative  or  to  his  dependants  or  other  persons  to 
whom  or  for  whose  benefit  compensation  is  payable; 

"Dependants"  means  such  of  the  members  of  the  workman's 
family  as  were  wholly  or  in  part  dependent  upon  the  earnings 
of  the  workman  at  the  time  of  his  death,  or  would  but  for  the 
incapacity  due  to  the  accident  have  been  so  dependent,  and 
where  the  workman,  being  the  parent  or  grandparent  of  an 
illegitimate  child,  leaves  such  a  child  so  dependent  upon  his 
earnings,  or,  being  an  illegitimate  child,  leaves  a  parent  or 
grandparent  so  dependent  upon  his  earnings,  shall  include 
such  an  illegitimate  child  and  parent  or  grandparent  respec- 
tively. 
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Members  of  a  family"  means  wife  or  husband,  father,  mother, 
grandfather,  grandmother,  step-father,  step-mother,  son  daugh- 
ter, grandson,  grand-daughter,  step-son,  step-daughter,  brother, 
sister,  half-brother,  half-sister; 

Ship,"  "vessel,"  "seaman,"  and  "port"  have  the  same  meaning 
as  in  the  Merchant  Shipping  Act,  1894; 

Manager,"  in  relation  to  a  ship,  means  the  ship's  husband  or 
other  person  to  whom  the  management  of  the  ship  is  en- 
trusted by  or  on  behalf  of  the  owner; 

"Police  force"  means  a  police  force  to  which  the  Police  Act, 
1890,  or  the  Police  (Scotland)  Act,  1890,  applies.  The  City  of 
London  Police  Force,  The  Royal  Irish  Constabulary,  and  The 
Dublin  Metropolitan  Police  Force; 

"Outworker"  means  a  person  to  whom  articles  or  materials  are 
given  out  to  be  made  up,  cleaned,  washed,  altered,  ornamented, 
finished,  or  repaired,  or  adapted  for  sale,  in  his  own  home 
or  on  other  premises  not  under  the  control  or  management  of 
the  person  who  gave  out  the  materials  or  articles. 

The  exercise  and  performance  of  the  powers  and  duties  of  a 
local  or  other  public  authority  shall,  for  the  purposes  of  this 
Act  be  treated  as  the  trade  or  business  of  the  authority; 

"County  Court,"  "Judge  of  the  county  court,"  "registrar  of  the 
county  court,"  "plaintiff,"  and  "rules  of  court,"  as  respects 
Scotland,  means  respectively  sheriff  coutt,  sheriff,  sheriff  clerk, 
pursuer,  and  act  of  sederunt. 

XIV 

In  Scotland,  where  a  workman  raises  an  action  against  his  em- 
ployer independently  of  this  Act  in  respect  of  any  injury  caused  by 
accident  arising  out  of  and  in  the  course  of  the  employment,  the 
action,  if  raised  in  the  sheriff  court  and  concluding  for  damages  under 
the  Employers'  Liability  Act,  1880,  or  alternatively  at  common  law  or 
under  the  Employers'  Liability  Act,  1880,  shall,  notwithstanding  any- 
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thing  contained  in  that  Act,  not  be  remoyed  under  that  Act  or  other^ 
wise  to  the  Court  of  Sessions,  nor  shall  it  be  appealed  to  that  court 
otherwise  than  by  appeal  on  a  question  of  law;  and  for  the  purposes 
of  such  appeal  the  provisions  of  the  Second  Schedule  to  this  Act  in 
regard  to  an  appeal  from  the  decision  of  the  sheriff  on  any  question 
of  law  determined  by  him  as  arbitrator  under  this  Act  shall  apply. 

XV 

(1)  Any  contract  (other  than  a  contract  substituting  the  provis- 
ion of  a  scheme  certified  under  the  Workmen's  Compensation  Act, 
1897,  for  the  provisions  of  that  Act)  existing  at  the  commencement 
of  this  Act,  whereby  a  workman  relinquishes  any  right  to  compensa- 
tion from  the  employer  for  personal  injury  arising  out  of  and  in  the 
course  of  his  employment,  shall  not,  for  the  purposes  of  this  Act,  be 
deemed  to  continue  after  the  time  at  which  the  workman's  contract  of 
service  would  determine  if  notice  of  the  determination  thereof  were 
given  at  the  commencement  of  this  Act. 

(2)  Every  scheme  under  the  Workmen's  Compensation  Act,  1897, 
in  force  at  the  commencement  of  this  Act  shall,  if  re-certified  by  the 
Registrar  of  Friendly  Societies,  have  effect  as  if  it  were  a  scheme  under 
this  Act. 

(3)  The  Registrar  shall  re-certify  any  such  scheme  if  it  is  pro- 
posed to  his  satisfaction  that  the  scheme  conforms,  or  has  been  so 
modified  as  to  conform,  with  the  provisions  of  this  Act  as  to  schemes. 

(4)  If  any  such  scheme  has  not  been  so  re-certified  before  the 
expiration  from  the  commencement  of  this  Act,  the  certificate  shall  be 
revoked. 

XVI 

(1)  This  Act  shall  come  into  operation  on  the  first  day  of  July, 
nineteen  hundred  and  seven,  but,  except  so  far  as  it  relates  to  refer- 
ences to  medical  referees,  and  proceedings  consequential  thereon, 
shall  not  apply  in  any  case  where  the  accident  happened  before  the 
commencement  of  this  Act. 
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(2)  The  Workmen's  Compensation  Acts,  1897  and  1900,  are  here- 
by repealed,  but  shall  continue  to  apply  to  eases  where  the  accident 
happened  before  the  commencement  of  this  Act,  except  to  the  extent 
to  which  this  Act  applies  to  those  cases. 

XVII 
This  Act  may  be  cited  as  the  Workmen's  Compensation  Act,  1906. 


<l 


«l 


II 

SCHEME  ESTABLISHED  IN  SUBSTITUTION  FOR  THE  PROVISIONS 

OF  THE  WORKMEN'S  COMPENSATION  ACT,  1906»  BY  THE 

GREAT  EASTERN  RAILWAY  COMPANY 

The  Great  Eastern  Railway  Accident  Fund  (hereinafter  called 
the  Fund")  shall  be  managed  by  a  committee  (hereinafter  called 
the  Committee")  consisting  of  the  chairman  of  the  Great  Eastern 
Railway  Company  (hereinafter  called  "the  Company")  the  deputy 
chairman,  the  chairman  of  the  Finance  Committee,  the  general 
manager  and  the  secretary  of  the  Company  and  one  other  officer  to 
be  appointed  from  time  to  time  by  the  Board  of  Directors  of  the 
Company,  and  five  servants  of  the  Company,  being  members  of  the 
"Fund  (hereinafter  called  "the  elective  members"),  two  of  whom  shall 
be  elected  by  the  delegates  of  the  Great  Eastern  Railway  New  Pen- 
sion Fund  from  among  their  number,  one  by  and  from  the  delegates 
of  the  Great  Eastern  Railway  New  Pension  Supplemental  Fund,  one 
by  and  from  the  committee  of  management  of  the  Great  ICastem  Rail- 
way Provident  Society,  and  one  by  and  from  the  committee  of  man- 
agement of  the  Great  Eastern  Railway  Employees'  Sick  and  Orphan 
Society,  and  in  accordance  with  rules  (not  inconsistent  with  the 
terms  of  this  scheme  hereinafter  called  "the  Scheme")  to  be  from 
time  to  time  framed  by  the  committee.  Six  members  of  the  com- 
mittee shall  be  a  quorum. 
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The  Committee  may  appoint  a  secretary  and  any  medical  and 
other  officers  they  may  deem  necessary  who  shall  be  subject  to  re- 
moval at  their  discretion  and  m&y  fix  the  salaries  of  any  such  secre- 
tary, medical  and  other  officers  and  such  salaries  together  with  the 
cost  of  stationery,  printing,  postages  and  clerical  aid  required  for 
the  purposes  of  the  Fund  shall  be  paid  as  to  two-thirds  thereof 
out  of  the  revenues  of  the  Company  and  as  to  the  remaining  one- 
third  thereof  out  of  the  contributions  of  the  members. 

Any  servant  of  the  Company  (whether  employed  by  them  solely 
or  Jointly  with  any  other  Railway  Company  if  appointed  by  the  Great 
Eastern  Company)  shall  be  entitled  to  become  a  member  of  the  Fund 
upon  making  application  for  the  purpose.  It  shall  not  be  compulsory 
upon  any  servant  to  join  the  Fund.  Any  member  thereof  may  at 
his  discretion  withdraw  from  membership  at  any  time  upon  giving 
seven  days*  notice  in  writing  to  the  secretarj'  of  the  Fund.  Provided 
that  upon  the  expiration  of  such  notice  the  member  so  withdrawing 
shall  cease  to  have  any  claim  or  interest  in  the  Fund  or  to  be  entitled 
to  any  benefit  therefrom  or  thereunder  in  respect  of  any  injury  sus- 
tained after  such  expiration  and  shall  have  no  claim  with  regard  to 
any  contributions  which  he  has  made  to  the  Fund  or  with  regard  to 
any  distribution  of  the  Fund  or  to  participate  in  any  balance  thereof. 

The  contributions  payable  to  the  Fund  shall  be  as  follows: — 
I.   By  each  member  Id.  per  week  to  be  deducted  from  his  wages 
(a  part  of  a  week  to  count  as  a  whole  week). 
II.   By   the  Company  out  of   their  own  revenues  the  following 
amounts,  viz.:  — 

(1)  The  full  amount  payable  under  Clause  (A)  set  forth  below 
in  case  of  death. 

(2)  In  case  of  total  incapacity  a  sum  equivalent  to  a  weekly 
payment  during  the  incapacity  not  exceeding  50  per  cent 
of  the  weekly  earnings  of  the  member,  such  weekly  pay- 
ment not  to  exceed  £1  or  any  increased  weekly  payments 
(not  to  exceed  £1)  which  may  be  made  on  review  by  the 
Committee.    Provided  that 
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(a.)  If  the  total   incapacity   lasts   less   than   two  weeks   no 
amount  shall  be  payable  in  respect  of  the  first  week  and 
(b.)  As  regards  the  weekly  payments  during  total  incapacity 
of  a  member  who  is  under  21  years  of  age  at  the  date  of 
the  injury  and  whose  weekly  earnings  are  less  than  20 
shillings,   100  per  cent,   shall  be  substituted  for   50   per 
cent,  of  his  weekly  earnings  but  the  weekly   payment 
shall  in  no  case  exceed  10  shillings. 
(3)  In  case  of  partial  incapacity  the  amount  payable  as  set 
forth  below  under  Clause  (C)  or  Clause  (D)  (3). 
Provided  further  that  after  the  payment  of  a  weekly  sum  for  a 
period  of  six  months  as  hereinafter  mentioned,  If  the  weekly 
payment  shall  be  commuted  by  the  payment  of  a  lump  sum, 
the  amount  payable  by  the  Company  to  the  Fund  shall  be 
such  lump  sum. 
FURTHERMORE,  if  the  moneys  of  the  Fund  be  found  insufficient, 
the  Company  guarantees  the  payment  of  every  allowance  payable  un- 
der the  Scheme,  but  if  at  the  end  of  five  and  one-half  years  from  the 
date  from  which  the  Scheme  comes  into  operation  or  if  the  Registrar  of 
Friendly  Societies  shall  have  in  the  meantime  renewed  his  Certificate 
to  the  Scheme  in  the  manner  provided  by  section  3,  sub-section  (2)  of 
the  Workmen's  Compensation  Act,  1906,  then  at  the  expiration  of  the 
period    or    periods    for    which    the    Certificate    to    the    Scheme    shall 
then  or  from  time  to  time  be  so  re-certified  or  if  upon  any  revocation 
of  the  certificate  to  the  Scheme  there  shall  be  a  balance  standing 
to  the  credit  of  the  Fund  after  due  provision  has  been  made  to  dis- 
charge the  liabilities  of  the  Fund,  such  balance  shall  be  distributed 

or  applied  to  such  purpose  and  in  such  manner  as  may  be  agreed 
between  the  Board  of  Directors  of  the  Company  and  the  elective  mem- 
bers of  the  committee,  or,  in  default  of  agreement,  as  may  be  deter- 
mined by  the  Registrar  of  Friendly  Societies. 

The  allowances  to  be  paid  out  of  the  Fund  shall  be  as  follows: — 
(A)  In  case  of  the  death  of  a  member  through  an  injury  arising  out 

of  and  in  the  course  of  his  duties  in  the  Company's  service  there 

shall  be  paid: 
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(1)  If  the  member  leaves  any  dependants  wholly  dependent  upon 

his  earnings  at  the  time  of  his  death,  a  sum  equal  to  his 
earnings  in  the  employment  of  the  Company  as  aforesaid 
during  the  three  years  next  preceding  the  injury,  or  the  sum 
of  £150,  whichever  of  those  sums  is  the  larger  but  not  ex- 
ceeding in  any  case  £300,  and  if  the  period  of  the  member's 
employment  by  the  Company  as  aforesaid  has  been  less  than 
the  said  three  years  then  the  amount  of  his  earnings  during 
the  said  three  years  shall  (subject  to  the  aforesaid  maximum 
of  £300)  be  deemed  to  be  156  times  his  average  weekly  earn- 
ings during  the  period  of  his  actual  employment  under  the 
Company.  Provided  that  the  aijnount  of  any  payments  made 
to  the  member  imder  Clauses  (B)  (C)  or  (D)  below  in  re- 
spect of  such  Injury  shall  be  deducted  from  such  sum. 

(2)  If    the    member    does    not    leave    any    such    dependants    but 

leaves  any  dependants  in  part  dependent  upon  his  earning^, 
at  the  time  of  his  death,  such  sum  not  exceeding  in  any  case 
the  amoimt  payable  under  the  foregoing  provisions  as  may 
be  agreed  upon,  or  in  default  of  agreement  as  may  be  deter- 
minded  by  the  committee  to  be  reasonable  and  proportionate 
to  the  injury  to  the  said  dependants. 

(3)  If,  however,  the  member  leaves  no  dependants,  the  reason- 
able expenses  of  his  medical  attendance  and  burial  not  ex- 
ceeding £10  shall  be  paid. 

(B)  In  case  of  total  incapacity  through  an  injury  arising  out  of  and 
in  the  course  of  a  member's  duties  in  the  Company's  service,  there 
shall  be  paid  to  the  member  so  long  as  such  incapacity  shall 
continue,  commencing  from  the  date  of  such  incapacity  but  not 
for  a  longer  period  than  six  months,  a  weekly  sum  equal  to  his 
weekly  earnings,  such  weekly  sum  not  to  exceed  £1. 

(C)  In  case  of  partial  incapacity  through  an  injury  arising  out  of  and 
in  the  course  of  a  member's  duties  in  the  Company's  service,  there 
shall  be  paid  to  the  member  so  long  as  such  partial  incapacity 
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shall  continue,  commencing  from  the  date  of  such  partial  in- 
capacity, such  a  weekly  sum  not  exceeding  50  per  cent,  of  the 
weekly  earnings  of  the  member  (not  exceeding  £1)  as  the  Com- 
mittee in  their  absolute  discretion  may  determine.  Provided 
that  in  fixing  the  amount  of  such  last-mentioned  sum  regard 
shall  be  had  to  any  wages,  payment,  allowance  or  benefit  which 
the  member  may  receive,  during  the  period  of  his  partial  in- 
capacity, from  the  Company  or  any  other  employer  and  such 
weekly  payment  shall  in  no  case  exceed  the  difference  between 
the  amount  of  the  average  weekly  earnings  of  the  member  before 
the  accident  and  the  average  weekly  amount  which  he  is  earning 
or  is  able  to  earn  in  some  suitable  employment  or  business  after 
the  accident  but  shall  bear  such  relation  to  the  amount  of  that 
difference  as  under  the  circumstances  of  the  case  may  appear 
to  the  committee  to  be  proper. 
(D)  After  the  payment  of  weekly  allowance  for  the  period  of  six 
months  there  shall  in  respect  of  total  or  partial  incapacity  be 
paid  to  the  member: 

(1)  Such  a  lump  sum  as  may  be  agreed  between  himself  and  the 
committee  (subject  to  the  approval  of  the  Board  of  Directors 
of  the  Company). 

Failing  such  agreement  there  shall  be  paid: 

(2)  During  total  incapacity  an  amount  equal  to  one-half  of  the 
member's  weekly  earnings,  not  exceeding  £1  (except  in  the 
case  of  a  member  who  is  under  21  years  of  age  at  the  date 
of  the  injury  and  whose  average  weekly  earnings  are  less 
than  20s.,  when  the  whole  of  such  weekly  earnings  shall 
be  substituted  for  one-half,  but  in  this  case  no  weekly  pay- 
ment shall  exceed  10s.). 

(3)  During  partial  incapacity  such  weekly  sum  as  may  be  payable 
to  the  member  under  Clause  (C)  above  set  forth. 

(4)  The  directors  of  the  Company  may  at  their  option  at  any 
time  require  the  committee  to  redeem  any  weekly  payment 
by  the  payment  of  a  lump  sum  of  such  an  amount  as,  where 
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the  Incapacity  is  permanent,  would.  If  invested  in 
cbase  of  an  Immediate  life  annuity  from  the  Natio 
Commisslonera  through  the  Post  OB9ce  Savings  Bt 
chaae  an  annuity  equal  to  75  per  cent,  of  tbe  anni 
of  the  Bald  weekly  payment. 
In  the  construction  of  the  Scheme — 

The  ezpreeslon  "weekly  earnlngB"  means  one-half  of  ft 
eamlnga  of  a  member  during  the  1(  daya  next  preyious  to 
oi  the  injury  exclusive  of  expenaee  or  similar  payments, 
that  such  earnings  shall  not  be  less  than  the  weekly  wa 
member  aa  recorded  in  the  staff  boohs  of  the  Company  t 
corded  and  In  the  case  of  casual  laborers  shall  be  deemed 
the  same  weekly  amount  as  the  wages  of  other  laborers  of 
pany  In  a  similar  grade  of  employment 

The  expression  "dependants"  meana  such  members  of  t 
ber's  family  as  were  wholly  or  in  part  dependent  upon  the 
of  the  member  at  the  time  of  his  death  or  would  but  to 
capacity  due  to  the  accident  have  been  so  dependent  an 
the  member  being  the  parent  or  grandparent  of  an  illegitim 
leaves  such  a  child  so  dependent  upon  his  camingB  or  1 
Illegitimate  child  leaves  a  parent  or  grandparent  so  depend 
his  earnings,  shall  include  such  an  illegitimate  child  and  pa 
grandparent  respectively. 

Any  weekly  payment  under  the  Scheme  may  be  revlewe 
committee  at  the  request  either  of  the  Board  of  Director 
CompaD}'  or  of  the  member,  and  on  such  review  may  t 
dimlotsbed  or  increased,  subject  to  the  before  mentioned  n 
Provided  that  where  the  member  was  at  the  date  of  the  ace 
der  21  years  of  age  and  the  review  takes  place  more  than  1! 
after  the  accident  the  amount  of  the  weekly  payment  ma 
creased  to  any  amount  not  exceeding  50  per  cent,  of  the  we 
which  the  member  would  probably  have  been  earning  at  thi 
the  review  if  he  had  remained  uninjured,  but  not  in  any  cat 
Ing  £1. 
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An  allowance  weekly  payment  or  a  sum  paid  by  way  of  redemp- 
tion thereof  under  the  Scheme  shall  not  be  capable  of  being  assigned, 
charged  or  attached  and  shall  not  pass  to  any  other  person  by  opera- 
tion of  law  nor  shall  any  claim  be  set  off  against  the  same. 

If  in  the  opinion  of  the  committee  an  injury  sustained  by  a  mem- 
ber is  attributable  to  serious  and  wilful  misconduct  on  his  part,  any 
compensation  claimed  in  respect  of  that  injury  shall,  unless  the  injury 
results  in  death  or  serious  and  permanent  incapacity,  be  disallowed. 

It  shall  be  within  the  discretion  of  the  committee  to  decide 
whether  or  not  a  member  shall  be  entitled  to  the  payment  of  an  al- 
lowance in  respect  of  any  previous  Injury  he  may  have  sustained  if 
after  sustaining  the  Injury  he  has  continued  or  resumed  work  for  a 
period  of  one  month. 

The  committee  shall  be  entitled  if  they  think  fit  to  withhold 
any  allowance  or  continued  allowance  if  the  member  shall  refuse 
to  submit  himself  for  examination  by  a  duly  qualified  medical  prac- 
titioner when  and  so  often  as  the  committee  may  require. 

The  committee  shall  be  at  liberty,  in  their  discretion,  to  pay  any 
death  allowance  either  to  the  legal  personal  representative  of  a  de- 
ceased member  or  to  any  person  to  whom  he  may  have  bequeathed 
the  same  by  will  or  codicil  or  to  dependants  of  his.  And  in  the  last- 
mentioned  case,  notwithstanding  that  the  deceased  member  may 
have  a  personal  representative  or  may  by  will  or  codicil  have  be- 
queathed the  allowance,  when  any  allowance  has  once  been  paid  to 
a  person  to  whom  the  committee  have  thought  fit  to  pay  the  same, 
neither  the  committee  nor  the  Fund  nor  the  Company  nor  any  other 
Railway  Company  who  are  joint  undertakers  with  the  Company,  shall 
be  liable  to  any  further  claim  in  respect  of  the  injury  on  account  of 
which  such  allowance  was  paid. 

The  committee  may,  if  they  think  fit,  invest  In  such  manner  as  they 
may  decide,  any  moneys  payable  to  minors  during  the  minority  of 
such  minors  and  may  apply  any  such  moneys  or  the  proceeds  thereof 
for  the  benefit  of  such  minors  in  such  manner  as  they  think  fit 


360  ACCIDENT  PREVENTION  AND  BELIEF 

Any  question  with  regard  to  what  is  an  injury  within  the  mean- 
ing of  that  term  as  used  in  the  Scheme,  as  to  who  are  dependants, 
as  to  which  dependants  are  entitled  to  receive  payments  due  from 
the  Fund,  and  the  amount  or  amounts  of  such  payments,  shall  be  de- 
termined by  the  committee. 

If  "^ny  question  (other  than  such  as  the  committee  or  the  Board 
of  Directors  of  the  Company  are  hereby  expressly  empowered  to  de- 
cide) shall  arise  with  respect  to  the  Scheme  or  the  right  to  alter 
the  amount  or  duration  of  an  allowance  thereunder  or  with  respect 
to  the  construction  or  meaning  of  the  Scheme  or  the  rules  framed 
in  connection  therewith  or  any  variation  or  alteration  thereof  re- 
spectively, such  question  shall  be  settled  by  the  committee  whose 
decision  shall  be  final  and  conclusive. 


SCHEME  OF  GREAT  EASTERN  RAILWAY  361 


fir 


«ir 


f<v 


««< 


RULES    MADE    BY    THE    COMMITTEE    MENTIONED    IN    THE 

FOREGOING  SCHEME  FOR  THE  MANAGEMENT  OF  THE 

GREAT    EASTERN    RAILWAY    ACCIDENT    FUND 

DEFINITIONS 

1.  In  the  interpretation  of  these  rules  the  following  words  and 
expressions  shall  have  the  following  meanings  unless  excluded  by  the 
context: — 

'The  Fund"  shall  mean  the  Great  Eastern  Railway  Accident  Fund. 

'The  Scheme"  shall  mean  the  foregoing  Scheme. 

'The  Company"  shall  mean  the  Great  Eastern  Railway  Company. 

'Servant'*  shall  mean  any  servant  of  the  Company,  whether  em- 
ployed by  them  solely  or  jointly  with  any  other  Railway  Company, 
if  appointed  by  the  Company. 

"Dependants"  shall  mean  such  members  of  the  member's  family 
as  were  wholly  or  in  part  dependent  upon  the  earnings  of  the  member 
at  the  time  of  his  death  or  would  but  for  the  incapacity  due  to  the 
accident  have  been  so  dependent  and,  where  the  member  being  the 
parent  or  grandparent  of  an  illegitimate  child  leaves  such  a  child 
so  dependent  upon  his  earnings  or  being  an  illegitimate  child  leaves 
a  parent  or  grandparent  so  dependent  upon  his  earnings,  shall  include 
such  an  illegitimate  child  and  parent  and  grandparent  respectively. 

"Member  of  a  Family"  shall  mean  wife  or  husband,  father,  mother, 
grandfather,  grandmother,  step-father,  step-mother,  eon,  daughter, 
grandson,  granddaughter,  step-son,  step-daughter,  brother,  sister,  half- 
brother,  half-sister. 

"Allowance"  shall  mean  and  include  every  payment  provided  by 
the  Scheme  to  be  made  to  any  member  of  the  Fund  or  his  repre- 
sentatives or  dependants. 

"The  Committee"  shall  mean  the  committee  for  the  time  being 
acting  in  the  management  of  the  Fund. 

"Elective  Member  of  the  Committee"  shall  mean  any  one  of  the 
five  servants  of  the  Company  being  members  of  the  Fund,  elected  as 
in  the  Scheme  mentioned. 
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"Month"  shall  mean  calendar  month. 

••Secretary''  ehalT  mean  the  secretary  for  the  time  being  of  the 
Fund. 

Words  importing  the  singular  number  shall  include  the  plural 
number  and  vice  versa,  and  words  importing  the  masculine  gender 
shall  include  the  feminine  gender. 

OFFICE  OF  THE  FUND 

2.  The  office  of  the  Fund  shall  be  at  Liverpool  Street  Station  or 
at  such  other  place  as  may  from  time  to  time  be  substituted  there- 
for by  the  committee. 

MEMBERS 

3.  Every  servant  who  desires  to  become  a  member  shall  testify 
his  desire  by  signing  and  forwarding  to  the  secretary  an  application 
in  the  form  printed  at  the  foot  of  these  rules  or  in  such  other  manner 
as  the  committee  may  from  time  to  time  authorize  or  require.  Upon 
so  testifying  his  desire  the  servant  shall  become  a  member  and  his 
contribution  of  one  penny  per  week  to  the  Fund  to  be  deducted  from 
his  wages  according  to  the  Scheme  shall  immediately  commence. 
Every  person  becoming  a  member  shall  be  entitled  to  receive  free 
of  charge  a  copy  of  the  Scheme  and  of  these  rules  or  other,  the  rules  of 
the  Fund  for  the  time  being  in  force. 

MANAGEMENT 

4.  The  Fund  shall  be  managed  by  the  committee  composed  as 
mentioned  in  the  Scheme. 

5.  Every  elective  member  of  the  committee  (hereinbefore  de- 
fined) shall  cease  to  hold  office  at  the  end  of  two  years  from  the 
date  of  his  election  or  on  his  sooner  ceasing  to  be  one  of  the  body 
whether  delegates  or  committee  by  which  he  is  elected  but  shall 
be  eligible  for  re-election.    On  the  retirement  or  in  case  of  the  death. 
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resignation  or  incapacity  of  any  elective  member  of  the  committee, 
the  body  by  which  he  is  elected  shall  elect  one  of  its  members  in 
his  place  but  the  person  so  elected  to  fill  a  vacancy  caused  by  death, 
voluntary  resignation  or  incapacity  shall  hold  office  only  so  long 
as  the  person  in  whose  place  he  is  appointed  would  have  continued 
to  hold  it.  A  retiring  elective  member  of  the  committee  shall  be 
eligible  for  reflection. 

6.  The  continuing  members  for  the  time  being  of  the  committee 
may  act  notwithstanding  any  casual  vacancy  in  their  body  and  not- 
withstanding any  omission  to  fill  up  a  vacancy  caused  by  the  retire* 
ment,  death,  resignation  or  incapacity  of  an  elective  member. 

7.  The  chairman  for  the  time  being  of  the  Company  and  in  his 
absence  the  deputy  chairman  and  in  the  absence  of  both,  one  of  the 
members  of  the  committee  present  to  be  chosen  by  those  present, 
shall  act  as  chairman  of  each  or  any  meeting  of  the  committee. 

8.  The  committee  may  meet  as  they  think  fit.  Six  members  shall 
be  a  quorum  and  questions  arising  at  any  meeting  shall  be  de- 
cided by  a  majority  of  the  members  of  the  committee  present.  If 
the  chairman  of  the  Company  be  chairman  of  the  meeting  he  shall 
not  vote  unless  there  be  an  equality  of  votes  of  the  other  members 
present,  in  which  case  he  shall  have  a  casting  vote.  Any  other  per- 
son who  may  be  chairman  of  the  meeting  may  vote  and  in  case  of 
an  equality  of  votes  he  shall  also  have  a  second  or  casting  vote. 
Any  three  members  of  the  committee  of  whom  one  at  least  shall  be  a 
non-elective  member  may  at  any  time  call  a  meeting  of  the  committee. 

POWERS  OP  THE  COMMITTEE 

9.  Before  payment  of  any  allowance  the  committee  shall  be  en- 
titled to  call  for  and  be  furnished  with  such  information  and  par- 
ticulars as  in  their  discretion  they  may  think  necessary  to  establish 
the  validity  of  the  claim. 
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10.  Notice  in  writing  of  any  accident  shall  be  given  as  soon  as 
practicable  after  the  happening  thereof  and,  if  reasonably  possible, 
through  the  station  master,  foreman,  or  person  iu  authority  under 
whom  the  member  immediately  works,  to  the  secretary. 

Any  such  notice  and  any  claim  for  compensation  made  as  a  result 
of  the  accident  must  comply  with  section  2  of  the  Workmen's  Com- 
pensation Act  1906,  and  will  be  dealt  with  by  the  committee  in  accord- 
ance with  that  section. 

11.  When  notice  has  been  given  of  an  injury  to  a  member,  the 
member  shall,  if  and  so  often  as  may  be  required  by  the  committee, 
submit  himself  for  examination  by  a  duly  qualified  medical  practi- 
tioner as  provided  in  the  Scheme. 

CUSTODY  OP  MONEYS  OP  THE  PUND 

12.  The  moneys  of  the  Fund  shall  remain  in  the  hands  of  the  Com- 
pany for  the  purposes  of  the  Fund  and  the  Company  shall  be  ac- 
countable to  the  Fund  for  the  same. 

ACCOUNTS 

13.  Accounts  of  the  Fund  shall  be  kept  by  the  secretary  and  shall 
be  open  to  the  inspection  of  the  members  at  all  reasonable  times  and 
the  Company  shall  cause  such  accounts  to  be  audited  up  to  the 
30th  day  of  June,  1909,  and  up  to  30th  day  of  June  in  each  succeed- 
ing year  by  their  chief  accountant  for  the  time  being  and  a  copy 
of  the  accounts  as  so  audited  shall  be  sent  to  every  member  accom- 
panied by  a  copy  of  any  such  report  upon  the  Fund  as  the  committee 
may  consider  necessary. 

ALTERATION   OF  RULES 

14.  The  committee  shall  have  power  from  time  to  time  to  alter, 
vary,  modify,  revoke,  rescind  or  add  to  these  rules  or  other,  the  rules 
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for  the  time  being  of  the  Fund,  but  no  alteration  shall  be  made  which 
is  inconsistent  with  or  would  render  the  rules  inconsistent  with  the 
Scheme. 

15.  These  rules  shall  come  in  operation  as  on  and  from  the  1st  day 
of  July,  1909. 

16.  If  and  so  far  as  any  of  these  rules  is  inconsistent  with  the 
Scheme  such  rule  shall  be  of  no  force  or  effect. 

Form  of  Application  for  Membership 

GREAT  EASTERN  RAILWAY  ACCIDENT  FUND 

Department    

Station    

Date    

To  the  Great  Eastern  Railway  Company, 

I  desire  to  become  a  member  of  the  Great  Eastern  Railway  Acci- 
dent Fund  upon  the  terms  of  the  Scheme  certified  by  the  Registrar 
of  Friendly  Societies  and  I  authorize  the  deduction  from  my  wages 
of  one  penny  per  week  as  my  contribution  to  the  said  Fund  and  I 
agree  with  the  Great  Eastern  Railway  Company  as  follows: — 

(a)  That  the  provisions  of  the  said  Scheme  shall  be  substituted 
for  the  provisions  of  the  Worlnnen's  Compensation  Act  1906 
as  regards  any  claims  which  I  or  any  persons  claiming  under 
me  or  my  dependants  may  have  for  compensation  under  the 
said  Act. 

(b)  That  in  any  case  in  which  I,  or  persons  claiming  under  me, 
make  any  claim  under  or  by  reason  of  the  provisions  of  the 
Ehnployers'  Liability  Act  1880  or  any  Act  or  Acts  amending 
the  same  or  at  common  law,  I  will  accept  the  contribution 
agreed  to  be  made  by  the  Railway  Company  under  the  said 
Scheme  and  any  compensation  or  provision  which  may  be 
allotted  to  me  under  the  said  Scheme  in  satisfaction  of  any 
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such  claim  so  made  by  me  or  persons  claiming  under  me  as 
aforesaid. 

Signature    

Check    No 

Occupation    

Residence    

Witness  to  Signature — 

I  agree  on  behalf  of  the  Great  Elastem  Railway  Company. 

Signed     

Station  Master,  Foreman,  or  person  in  authority,  under  whom  the 

proposed  member  immediately  works. 


REPORT  OF  THE  MANAGING  COMMITTEE  AND  STATBMESNT  OP 

ACCOUNTS 

To  30th  June,  1910 

The  Committee  herewith  submit  to  the  Members  of  the  Fund  a 
statement  of  the  Accounts  of  the  Fund  for  twelve  months  ending  30th 
June,  1910. 

During  the  year,  the  total  number  of  claims  was  3,164,  including 

16  in  regard  to  accidents  that  terminated  fatally. 

The  allowance  due  in  respect  of  the  16  fatal  accidents  was  paid  as 
follows : 

In  11  cases  to  persons  wholly  dependent  £2,016        12        7 

In  4  cases  to  persons  partially   dependent 102  0        0 

In  1  case  to  persons  non-dependent 10  0        0 

There  was  also  paid  £56  9s.  lOd.  by  weekly  allowances. 

The  number  of  members  on  30th  June,  1910,  was  29,152. 

By  order  of  the  Committee,  G.  F.  Thurston,  Secretary. 
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Statement  of  Accounts  Year  ending  30th  June,  1910 

RECEIPTS                                  £  s.  d. 

Balance  30th  June,  1909 2,451  10  1 

Contributions  by  Members    6,109  0  6 

Contributions  by  Company  on  account  of  Fatal  Accidents    2,185  2  5 
Contributions     by     Company     on     account     of     total 

incapacity   7,554  8  0 

Contributions  by  Company  on   account  of  partial   in- 
capacity and  commutations 225  16  7 

£18,525  17  7 

DISBURSEMENTS 

Amounts  paid: —                                                                        £  s.  d. 

On  account  of  Weekly  Allowance  11,899  15  11 

On  account  of  Fatal  Accidents 2,185  2  5 

On  account  of  partial  incapacity  and  commutations....       225  16  7 

On  account  one-third    of  expenses  of  management 380  0  11 

By  Balance 3,835  1  9 

£18,525  17  7 

16th  July,  1910.  Audited  and  found  correct, 

A.  E.  DOLDEN. 


Ill 


STATEMENTS  MADE  BEFORE  DEPARTMENTAL  COMMITTEE 

1904,  RESPECTING  THE  EFFECT  OF  THE  ACT  OF  1897, 

UPON  THE  EMPLOYMENT  OF  ELDERLY 

AND  DEFECTIVE  WORKMEN 

Mr.  Stevenson,  Secretary  of  the  United  Builders*  Labourers*  Union, 
said,  in  answer  to  the  question: 

2612.  Tou  say  here  that  the  Act  has  operated  unfavorably  towards 
the  old  and  weak? 

Yes.  Not  only  do  I  experience  it  in  my  own  society,  but  as  a 
member  of  a  Board  of  Cluardians  as  well,  I  am  continually  in  contact 
with  men  who  unfortunately  have  to  seek  the  refuge  of  the  "house." 
On  inquiry  being  made,  especially  in  certain  work,  it  has  been  found 
that  questions  have  been  put  to  them  with  regard  to  their  physical 
condition,  especially  since  the  House  of  Lords  has  given  a  decision 
that  ordinary  physical  disability  is  not  a  bar  to  a  man  getting  com- 
pensation, even  though  he  may  meet  with  an  injury  when  it  is  known 
at  the  time  that  he  is  sufTering  from  some  disability.  I  find  in  those 
cases  that  the  inquiries  as  to  the  physical  conditions  of  the  men  are 
beginning  to  get  more  stringent. 

Mb.  Wilson,  M.  P.,  Secretary  of  the  Durham  Miners'  Association, 
sums  up  his  views  on  this  important  question  thus: 

8546.  I  have  no  hesitation  in  saying  that,  this  to  me  is  one  of 
the  greatest  dangers.  It  is  an  indirect  infiuence  that  cannot  be  mea- 
sured, because  practical  men  will  tell  you,  and  I  have  no  hesitation 
in  saying  it,  that  a  very  large  number  of  these  cases  discharged 
would  not  have  been  discharged,  had  it  not  been  for  the  Compensation 
Act.  Now,  in  these  times  the  Workmen's  Compensation  Act  is  begin- 
ning to  tell,  owing  to  our  getting  into  bad  times. 
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Mb.  Cummings,  of  the  Boiler  Makers'  and  Iron  and  Steel  Shiih 
builders'  Society,  says: 

But  the  great  difficulty  we  have  had  to  face  just  now  in  our  trade 
is  the  disinclination,  and  in  some  cases  the  absolute  refusal  on  the 
part  of  some  insurance  companies  to  accept  any  risk  under  any  con- 
ditions whatever  of  men  who  have  been  maimed  with  the  loss  of  a 
leg,  arm,  or  eye.  I  am  glad  to  say  that  the  Iron  Trade  Employers' 
Insurance  Company  do  not  act  as  other  insurance  companies  have 
done  in  this  matter.  It  is  a  serious  matter  to  us,  because  we  have 
got  many  hundred  one-eyed  men.  There  are  a  tremendous  lot  of  one- 
eyed  men  in  our  trade,  as  some  portions  of  the  work  are  exceedingly 
dangerous  to  the  eyes.  That  has  caused  a  discharge  in  certain  direc- 
tions of  a  quantity  of  one-eyed  men.  I  came  across  one  in  Scotland  last 
week  who  had  been  twenty-five  years  working  for  his  employer  with 
one  eye,  and  now  has  had  to  be  discharged,  although  he  is  just  as 
fit  now  to  do  the  work  as  ever.  Where  there  is  no  sympathetic  affec- 
tion setting  in  from  the  loss  of  one  eye  it  has  been  proved  that  a  man 
is  able  to  earn  just  as  much  at  piece  work — a  system  general  with 
us — as  he  did  before. 

I  should  like  to  say  that  the  injustice  of  the  matter  is  marked, 
seeing  that  in  a  case  in  Scotland  five  one-eyed  men  were  subpoenaed 
to  give  evidence  stating  their  ability  to  work  at  their  trade  in  order  to 
prevent  another  man  obtaining  full  compensation  who  had   lost  an 

eye.  Now  these  man  are  being  discharged.  One  employer  I  saw  at 
Tyneside,  who  had  insured  with  an  insurance  company  which  re- 
fused to  accept  any  such  risk,  deplored  the  fact  to  me;  he  told  me  that 
even  if  he  paid  cent  per  cent  they  the  (insurance  company)  would 
not  accept  any  risk. 

This  is  a  copy  of  the  exact  clause:  "It  is  hereby  understood  and 
agreed  that  this  policy  does  not  cover  the  risk  of  accident  to  six 
employees  who  are  permanently  disabled  through  the  loss  of  an  eye, 
and  one  employe  who  is  permanently  disabled  through  the  loss  of  a 
leg."  Five  out  of  those  six  one-eyed  men  proved  to  be  our  people; 
among  all  the  other  trades  there  was  only  one  who  had  lost  an  eye 
in  that  employment. 
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So  Mb.  Binns,  General  Manager  of  the  Midland  Colliery  Owners' 
Mutual  Indemnity  Company: 

With  regard  to  the  employment  of  maimed  persons,  the  Act  has 
had  great  influence  on  this  class  of  employment,  because  employers 
cannot  afford  the  risk  of  setting  on  men  who  might,  by  some  slight 
accident,  become  permanently  incapacitated.  A  workman  employed 
by  one  member  of  the  association,  within  a  few  hours  of  the  Act 
coming  into  force,  had  an  eye  destroyed.  It  was  then  found,  for 
the  first  time,  that  his  other  eye  had  been,  for  some  time,  blind,  and 
the  man  was  thus  incapacitated  for  life.  Employers  cannot  afford 
the  risk  of  taking  on  maimed  men  whom  they  might  otherwise  be  very 
willing  to  take  on. 

Mb.  Taylob,  Secretary  of  the  Cotton  Trade  Insurance  Association, 
says: 

It  is  only  since  July  of  this  year  that  we  have  begun  to  take 
steps  to  dispense  with  people  who  are  infirm  or  who  have  ailments. 
I  gave  instructions  to  stop  a  man  who  was  only  fifty  years  of  age  last 
week  who  was  suffering  from  varicose  veins  in  his  legs.  If  this  man 
by  some  means  or  other  knocked  a  leg  against  some  machinery  in  his 
mill  he  might  easily  bleed  to  death,  and  we  should  be  liable  for  it. 
We  are  bound  to  stop  these  people.  We  have  not  taken  any  notice 
of  it  for  the  first  few  years,  but  now  we  are  bound  to  take  steps  to 
stop  it.  During  the  next  few  years,  if  they  are  allowed  to  contract 
out,  there  will  be  a  good  many  aged  persons  put  out  of  work,  and 
those  who  have  any  ailment  or  who  are  cripples.  I  have  a  man  in  my 
mind  now  who  is  blind  of  one  eye — an  overlooker  in  a  mill.  We  shall 
certainly  have  to  dispense  with  him  before  very  long.  I  shall  give 
instructions  to  dispense  with  him  in  the  next  week  or  two,  and  any- 
one I  find  of  that  description.    There  are  a  great  many  of  these  cases. 

Mb.  Copley,  Secretary  of  the  National  Amalgamated  Union  of  En- 
ginemen  of  Great  Britain,  mentions  a  case  where  a  shunter  had  his 
right  leg  taken  off,  and,  after  having  been  supplied  with  a  cork  leg, 
his  employers  offered  him  employment  as  locomotive  driver  at  higher 
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wages  than  he  had  before*  and  he  was  employed  in  this  capacity,  being 

quite  capable  of  doing  the  work,  for  two  years. 

Unfortunately  the  insurance  company  step  in,  and  they  refuse  to 
be  liable  any  longer  for  any  compensation  if  he  is  kept  in  their  em- 
ployment. The  firm,  of  course,  approached  him  with  the  idea  that 
he  should  contract  out  of  the  Act  He  sought  advice  from  me,  and 
I  said,  according  as  I  understood  the  Act,  an  individual  person  could 
not  contract  out  of  it,  but  the  foreman  told  him  that  he  could  not  go 
on  in  their  employment  any  longer  unless  he  did  contract  out  of  the 
Act  He  got  fourteen  days'  notice,  and  now  he  is  practically  on  the 
street — with  one  leg  and  out  of  employment  At  the  time  that  he 
settled  for  commutation  he  got  £150.  Most  of  this  was  spent  to  build 
up  his  constitution,  to  get  him  right,  and  to  buy  him  a  cork  leg  in 
order  to  walk  more  easily.  And  now  he  is  on  the  street  with  no 
income  from  anywhere. 
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STATEMENT  PREPARED  BY  MR.  S.  R.  GLADWELL,  SECRETARY 
THE   IRON  TRADES   EMPLOYERS'  INSURANCE  AS- 
SOCIATION, LTD.,  OUTLINING  PURPOSE  AND 
OPERATION  OF  THAT  ASSOCIATION 

The  Iron  Trades  Employers'  Insurance  Association,  Ltd.,  is  a  mu- 
tual association  of  engineers  and  shipbuilders  who  are  members  of 
the  Engineering  and  Shipbuilding  Employers'  Federation,  and  the  Asso- 
ciation is  not  allowed  to  take  as  members  any  firm  which  is  not  a 
member  of  such  Federation.  The  Engineering  and  Shipbuilding  E^m- 
ployers'  Federation  is  an  association  of  employers  formed  purely  for 
the  purpose  of  defense  against  workmen's  unions.  The  aim  of  the 
Insurance  Association,  which  is  affiliated  with  the  Federation,  is  to 
manage  the  workmen's  compensation  claims  of  the  employers  at 
the  lowest  possible  cost  consonant  with  humane  and  fair  dealing  with 
the  workmen.  It  is  by  far  the  largest  mutual  society  in  this  country 
undertaking  employers'  liability  insurance,  and  its  experience  afTords 
an  exceptional  means  of  estimating  the  risk  with  regard  to  an  im- 
portant class  of  trades.  The  premiums  received  during  1909  amounted 
to  £145,000,  and  the  claims  were  £115,000,  or  approximately  80  per 
cent  of  the  premiums,  while  expenses  were   £14,000,  or  about  10  per 

cent  of  the  premiums.  The  surplus  on  trading  account  for  the  year 
was  nearly  £15,000,  or  more  than  10  per  cent  of  the  premiums.  The 
small  percentage  of  premiums  absorbed  in  expenses  is  always  a 
noticeable  feature  of  the  accounts  and  the  members  of  the  associa- 
tion, therefore,  obtain  protection  as  nearly  at  cost  price  as  is  prac- 
ticable.  Their  experience  during  the  last  seven  years  is  given  in  table 
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Premiums.  Losses.  Expenses.   Percentage 

Received  of  Profit  or 

£  £  £                 Loss. 

1903    72.834  62.856  9.580 

1904   77.382  73.183  9.955 

1905    89.574  83.003  11.176 

1906   116,376  121.422  11.079 

1907    121.544  111.607  11.576 

1908  (18  mos.) 244.925  210.996  20.107 

1909    144.045  115.439  13.842 

Totals £866.680  £778.506  £87.315 


+  0.6 

—  7.3 

—  5.0 
—13.8 

—  1.3 
+  5.6 
-flO.l 


+  0.1 


Totals,  Losses  and  Expenses,    £865,821 


It  will  be  observed  that  premiums  and  claims  with  working  ex- 
penses practically  balance.  It  should  also  be  noted  that  a  new  Com- 
pensation Act  came  into  force  in  July.  1907.  considerably  increasing 
the  liability  of  employers  and,  consequently,  the  premiums.  In  that 
year  the  association  issued  provisional  and  experimental  policies  for 
six  months,  subsequently  extending  them  for  a  further  twelve  months, 
so  that  the  premiums  received  (£244,925)  represent  18  months'  work. 
How  is  this  result  effected? 

Constant  supervision  of  claims  is  exercised  by  inspectors  who  keep 
in  touch  with  injured  workmen.  Continual  efforts  are  made  to  im- 
prove the  employers'  risk  by  the  issue  of  rules  and  regulations,  guard 
notices,  and  various  suggestions,  all  relating  to  the  prevention  of  acci- 
dents. Great  attention  is  paid  to  the  provision  of  proper  first  aid 
treatment  and  periodically  the  doctors  of  the  Association  visit  the 
works  of  each  firm  in  order  to  see  whether  the  first  aid  arrange- 
ments are  in  good  order.  The  aim  of  the  Association  is  not  so  much 
to  have  a  small  hospital  in  the  works  as  to  have  at  one  or  more 
points  (depending  on  the  size  of  the  establishment)  the  simplest 
possible  form  of  bandages,  lotions,  etc..  which  are  perfectly  aseptic 
and  are  kept  in  places  to  which  dirt  cannot  have  access.  Ambulance 
classes  are  also  encouraged  in  their  works,  and  the  necessity  of 
perfect  surgical  cleanliness  is  insisted  on  at  every  possible  oppor- 
tunity. The  antiquated  method  of  obtaining  merely  a  sick  club  doc- 
tor's report  every  month  or  two  is  slowly  being  abandoned,  and  the 
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newer  and  better  practice  of  procuring  the  best  possible  medical  treat- 
ment for  the  injured  workman  is  gradually  being  adopted,  the  view 
being  that  if  £100  must  be  spent  it  is  better  to  give  £75  to  the 
doctor  to  thoroughly  repair  the  human  machine  and  make  it  fit  for 
work  again,  giving  the  man  £25  in  weekly  payments  while  he  is  being 
repaired  rather  than  £90  to  the  workman  as  some  miserable  solatium 
for  a  permanent  injury  and  £10  to  the  doctor  for  doing  work  which 
lack  of  time  and  opportunity  prevented  him  doing  effectively.  In 
some  districts  a  doctor  is  employed  whose  sole  business  it  is  to  ex- 
amine and  treat  every  injured  workman,  the  result  being  that  although 
a  larger  number  of  claims  are  called  into  existence  by  the  workman's 
attention  being  called,  by  the  medical  treatment,  to  the  claim  he  has 
under  the  Workmen's  Compensation  Act,  yet  the  time  the  workman 
is  off  work  is  so  reduced  that  the  cost  per  claim  necessarily  shows  a 
considerable  reduction. 

Among  the  many  thousands  of  cases  dealt  with  every  year  by  the 
Association  there  are  a  great  number  which  are  not  bona  fide  and  in 
which  the  workmen  are  undoubtedly  malingerers  and  are  exploiting 
the  employers.  When  the  inspectors  of  the  Association  come  across 
such  cases,  they  report  to  the  head  office  through  the  branch  office 
and,  after  an  impartial  consideration  of  all  the  circumstances  of  the 
case,  if  it  is  found  that  the  inspector's  report  is  borne  out  by  further 
information,  the  name  of  the  man  is  put  upon  a  list  and  all  the 
members  of  the  Association  are  informed  that  such  workman  will  not 
be  insured  under  the  policy.  Naturally,  the  member  looks  to  it  that 
the  man  is  not  allowed  to  be  taken  on  in  his  works  and  a  gradual 
and  very  effective  result  of  such  a  list  of  workmen  is  that  those 
who  are  irreclaimably  bad  are  kept  permanently  out  of  the  shops 
of  the  members  of  the  Association  and  a  better  tone  is  gradually  being 
Introduced  among  the  other  workmen,  with  excellent  effects  not  only 
on  the  cost  of  the  compensation,  but  on  the  morale  of  the  men. 

E^^ery  employer  pays  a  standard  rate  of  premium  per  £100  of 
wages  that  prevails  in  his  class  of  manufacture,  but  if,  after  a  short 
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period  it  is  found  that  his  cost  is  lower  than  the  average  cost  of  the 
class,  he  is  entitled  to  receive  consideration  by  means  of  a  lower  rate. 
It  does  not  always  follow,  however,  that  the  mere  fact  that  his  cost  is 
lower  than  the  average  class  cost  is  sufficient  to  qualify  for  a  re- 
duced rate  unless  it  can  be  shown  that  the  normal  cost  has  been 
reduced  by  the  member's  own  efforts.  Every  fatal  case  is  considered 
to  be  a  proper  load  of  the  class  and  where  a  permanent  disablement 
claim  costs  more  than  £50,  the  first  £50  is  debited  to  the  mem- 
ber's record  and  the  whole  of  the  excess  is  debited  to  the  class. 
Every  member  of  the  class,  therefore,  bears  the  cost  of  his  share  of 
the  fatal  and  permanent  disablement  cases,  but  each  firm  bears  its 
own  cost  as  regards  all  cases  costing  under  £50  per  case.  If,  there- 
fore, an  employer,  by  more  careful  guarding  of  machinery,  but  better 
supervision  of  the  workmen,  by  the  re-arrangement  of  the  machinery, 
by  a  better  system  of  lighting,  or  by  more  complete  methods  of  carry- 
ing, reduces  the  number  and  seriousness  of  accidents  in  the  course 
of  the  year,  he  will  have  considerably  reduced  his  normal  cost  and 
will  also,  in  consequence,  be  entitled  to  a  reduced  rate.  The  extra 
expense  involved  during  the  first  year  in  effecting  these  improvements 
may  be  considerable  and  even  cost  more  than  the  compensation  other- 
wise payable,  but  the  high  class  employer  realizes  that  it  is  best  in 
the  long  run,  even  looking  to  his  own  material  interests  alone,  to 
incur  this  preliminary  expense. 

The  claims  inspectors  of  the  Association  have  specially  favourable 
opportunities  of  seeing  what  other  firms  are  doing  with  regard  to  pre- 
vention of  accidents  and  they  carry  from  one  works  to  another  the 
latest  current  ideas.  They  are  enabled  to  draw  the  attention  of  firms 
to  new  and  improved  arrangements  which  might  prevent  accidents, 
but  it  is,  of  course,  for  the  employer  to  say  whether,  after  balancing 
the  advantages  and  disadvantages,  the  suggested  improvement  will 
interfere  with  the  efficiency  of  the  machine  or  limit  the  output  to 
such  an  extent  as  to  show  no  corresponding  advantage  in  the  direc- 
tion of  prevention  of  suffering. 
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Adopted  by  tLe  International  Harvester  Company* 

Ckeney  BrotLers*  and  tke  General 
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APPENDIX 


PART  THREE 


VOLUNTARY  RELIEF  ASSOCIATIONS 

The  effort  of  the  National  Association  of  Manufacturers  to  fur-  Kational  Relief 
ther  in  the  United  States,  a  national  system  of  injured  workers*  re-  Not^toterfere 

lief,  must  not,  and  will  not,  interfere  with  the  voluntary  action  of  "^^^^  Individual 

Employers' 

employers.  Last  year's  inquiry  brought  out  the  fact  that  17  per  cent  Action 
of  the  members  operate  some  sort  of  voluntary  system  of  workers* 
relief  in  their  establishments.  This  percentage  is  increasing  rapidly 
and  voluntary  action  is  by  no  means  restricted  to  members  of  the 
National  Association  of  Manufacturers.  Secretary  of  Commerce  and 
Labor,  the  Hon.  Charles  Nagel,  spoke  understandingly  on  this  subject 
during  a  recent  address  in  Chicago  when  he  said: 

"At  the  present  time  legislation  is  endeavoring  to  formulate 
a  rule  more  in  keeping  with  the   modem   conception  of  the 

true  relation  between  the  employer  and  employe,  and  it  may  be 

Legislation 
Justly  said  that  these  changes,  wrought  in  part  by  the  courts,  Planned 

and  in  part  by  the  legislature,  are  in  line  with  the  standards  ??!?*f  ?^' 

Sighted    Bm- 

which   the  most  far-sighted   proprietors   have   quietly  adopted,   ployers*  Ideas 

•    •     •    Here,  as  everywhere,  our  attention  is  called  to  the 

hardships  as  manifested  in  endless  and  costly  litigation,  and 

we  are  not  unmindful  of  instances  in  which  proprietors  of  their 

own  accord  have  waived  the  technical  rights  of  the  law,  and 

381 


382 


ACCIDENT   PREVENTION   AND  RELIEF 


Some 

ESmployers 
Willing  to  do 
More  than 
Law  Demands 


have  by  their  own  consent  shaped  new  rales  and  customs  afford- 
ing a  larger  measure  of  Justice  and  equity  to  their  employes. 
It  would  be  an  easy  matter  to  instance  large  ooncerne  in  this 
country  which  for  many  years  have  seldom  appeared  in  court 
as  defendants  in  damage  suits.  These  concerns,  actuated,  per^ 
haps,  by  motives  of  fairness  and  wisdom,  perhaps  in  a  measure 
by  considerations  of  economy,  have  broadly  assumed  that  erery 
accident  and  every  injury  upon  their  premises  create  a  pre- 
sumption against  them,  and  that  in  consequence  it  is  for  them 
to  make  compensation  broader,  more  generous,  more  adequate 
and  more  prompt  than  the  letter  of  the  law  seems  to  demand." 

A  few  concrete  statements,  describing  the  systems  in  operation 
In  the  establishments  of  some  of  our  members,  are  appropriate  here 
and  the  courtesy  of  the  International  Harvester  Company,  Cheney 
Brothers,  and  the  General  Electric  Company,  enables  us  to  place  the 
following  valuable  statements  before  our  readers. 
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WORKERS'  RELIEF  AND  PENSION  SYSTEM  OF  THE 
INTERNATIONAL  HARVESTER  COMPANY 

By  G.  A.  RANNEY 

The  International  Harvester  Company  was  the  first  corporation  in  -pirst  Corpora- 

the  United  States  to  announce  and  put  into  effect  plans  for  the  com-  l[^^  ^°  *^^^«^„  . 

Voluntary  Relief 

plete  protection  of  its  employes.     Other  large  employers  of  labor.  ^^^ 
especially  the  railroads,  preceded  the  International  Harvester  Company 
with  pension  systems  and  benefit  associations,  but  the  latter  Company 
was  first  to  voluntarily  assume  compensation  for  industrial  accidents. 

Their  activities  along  these  lines  are  divided  into  three  heads, 
namely,  the  Industrial  Accident  Department,  the  Employes'  Benefit 
Association  and  the  Pension  System,  and  a  short  description  of  each 
follows: 

It  is  well  to  bear  in  mind  that  these  plans  apply  to  all  of  the  Com- 
panies associated  with  the  International  Harvester  Company  and 
cover  a  wide  field  of  industrial  activities. 


INDUSTRIAL   ACCIDENT   DEPARTMENT 
In  the  words  of  the  Company — 

"The  purpose  of  this  plan  is  to  insure  to  employes  at  the  Prompt 
works,   twine,   steel    and   lumber   mills,   and   on   the   railroads.  Adequate  com- 
prompt,  definite  and  adequate  compensation  for  injuries  result-  pensation 
ing  from  accidents  occurring  to  them   while  engaged  in  the 
performance  of  their  duties,  and  also  to  provide  compensation 
to  the  widow,  children  and  relatives  who  may  be  dependent 
upon  any  employe  whose  death  results  from  such  accident. 

"The  benefits  provided  for  by  this  plan  will  be  paid  regard- 
Jess  of  legal  liability  on  the  part  of  the  Company  and  no  injured 
employe  will  require  legal  assistance  to  collect  the  money  to 
which  he  is  entitled." 
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Benefits 
Increase  as 
Disability  Con- 
tinues 


Amounts 
Paid  Vary 
According:  to 
Extent   of 
Injuries 


The  Company,  without  any  contribution  from  the  employes,  pays 
the  following  compensation  for  personal  injuries  caused  by  accidents 
arising  out  of  and  in  .he  course  of  employment: 

1.  Disability  Benefits. 

(a.)  During  the  first  30  days  of  disability,  one-fourth  of  the 
employe's  average  daily  pay. 

(b.)  After  the  first  30  days,  half  pay  during  the  continu- 
ance of  disability,  but  not  for  more  than  104  weeks  from  the 
date  of  accident. 

(c.)  These  disability  benefits  are  payable  every  two  weeks 
but  in  no  case  exceed  $20  a  week. 

(d.)  An  employe  who  has  received  benefits  for  104  weeks  and 
who  is  then  totally  disabled,  shall,  so  long  as  his  total  disability 
continues,  be  paid  an  annual  compensation  equal  to  8  per  cent  of 
the  death  benefit  which  would  have  been  payable  had  the  accident 
resulted  in  death;  such  compensation,  however,  shall  not  be 
less  than  $10  per  month,  and  shall  be  payable  monthly. 

(e.)  Disability  benefits  are  based  upon  the  average  daily  wages 
received  during  the  60  days  worked  preceding  the  accident; 
if  employe  worked  less  than  60  days,  then  on  the  average  daily 
wages  received  during  such  period. 

2.  Special  Benefits. 

(a.)  If  the  injury  causes  the  immediate  severing  of,  or  in 
the  opinion  of  the  medical  examiner  or  works'  physician, 
necessitates  the  amputation  of  a  hand  or  foot  at  or  above  the 
wrist  or  ankle,  one  and  one-half  years'  wages,  but  in  no  event 
less  than  $500  nor  more  than  $2,000. 

(b.)  In  case  of  the  loss  of  both  hands  or  both  feet,  or  one 
hand  and  one  foot,  four  years*  average  wages,  but  not  less 
than  $2,000. 

(C.)  In  the  case  of  the  total  and  irrecoverable  loss  of  the 
sight  of  one  eye,  three-fourths   of  the  average  yearly  wages. 
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(d)  In  the  case  of  the  total  and  irrecoverable  loss  of  the 

sight  of  both   eyes,  four  years*  average  wages,  but  not  less 

than  $2,000. 

3.    Death   Benefits. 

If  the  employe  leaves  a  widow,  child  or  children,  or  other  relatives 

dependent  upon  his  earnings  for  their  support,  benefits  shall  be  paid 

as  follows: 

(a.)    If  death  results  from  accident  before  the  expiration  of 

16   weeks   from   the   date   thereof,   three   years*   average   wages, 

but  not  less  than  $1,500  nor  more  than  $4,000. 

(b.)    If  death  results  from  accident  between  the  end  of  the   Suddenness  of 

Death 
sixteenth  week  and  the  end  of  the  fifty-second  week  after  the   Determines 

J    X      ^1-  *     i.  ,  /w   *         *  *u         Amounts  paid 

date   thereof,   two   years    average   wages    (but   not   more   than   ^^  Dependents 

$3,000),  less  all  disability  benefits  paid. 

(c.)  If  the  employe  leaves  no  widow,  children  or  other  rela- 
tives dependent  upon  him  for  their  support,  then  reasonable 
hospital  and  medical  expenses,  and  a  further  sum  for  funeral 
expenses,  not  less  than  $75  nor  more  than  $100. 

(d.)  No   death   benefits   shall   be   paid   unless   death   results 
within    52    weeks    from    the    date    of   the    accident,    nor   unless 
a  written  claim  shall  be  filed  by  the  executor,  or  administrator 
of  the  deceased  employe  within  three  months  after  the  em- 
ploye's death. 
The  disability  benefits  for  the  first  30  days  of  disability  are  In- 
creased  from   one-fourth   wages  to  one-half  wages,  provided  the  emr 
ployes  contribute  as  follows: 

Employes  earning  $50  or  less  per  month,  six  cents  per  month;    Benefits  In- 

Employes  earning  $50  and  not  more  than   $100,   eight  cents  creased  for 

Employes 

per  month;   and  Contributing 

to  Fund 
Employes  earning  more  than  $100  per  month,  ten  cents  per 

month. 

The  Company  is  committed  to  the  principle  that  the  employe  should 

contribute    something   to    the    benefit   fund,    the    reason    being    that 
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Co-operation 
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tion for  Acci- 
dents Caused 
by  Workers* 
Misconduct 


Injured  Workers 
Must  Follow 
Directions  of 
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the  Company  earnestly  desires  the  co-operation  of  its  employes  in 
the  payment  of  benefits  for  the  first  30  days  of  disability,  because 
It  wishes  every  employe  to  assist  in  the  prevention  of  accidents.  The 
Company  has  expended  large  sums  in  safeguarding  machinery  in  an 
effort  to  protect  its  employes,  but  without  the  active  co-operation  of 
the  employes  many  accidents  cannot  be  avoided.  Under  this  plan 
the  Company  and  the  employes  equally  divide  the  payment  of  benefits 
during  the  first  30  days  of  disability,  and  thus  every  employe 
becomes  financially  interested  in  guarding  against  accidents  and  in 
seeing  that  his  fellow  workmen  are  equally  careful.  It  is  the  hope 
of  the  Company  that  this  mutual  Interest  will  lead  to  active  co- 
operation on  the  part  of  the  employes  and  that  thereby  accidents 
will  be  reduced  to  a  minimum." 

The  Company  does  not  pay  compensation  if  accidents,  resulting  in 
injury  or  death,  result  from  or  are  caused  directly  or  indirectly,  wholly 
or  in  part,  by  the  intoxication,  or  partial  intoxication  of  the  employe, 
or  by  his  failure  to  use  the  safety  appliances  provided  by  the  Company, 
or  by  his  own  gross  or  willful  misconduct. 

The  commencing  of  any  legal  action  whatsoever  against  any  of 
the  companies  associated  in  the  Industrial  Accident  Dei)artment,  ou 
account  of  such  injury  by  the  employe,  or,  in  the  event  of  his  death, 
by  his  executor,  administrator  or  personal  representative,  bars  any 
right  of  compensation  under  the  plan. 

An  injured  employe,  to  secure  benefits,  must  immediately  give 
notice  or  cause  notice  to  be  given  through  his  timekeeper  of  the 
time  and  place  of  the  accident,  the  nature  and  cause  of  the  Injury, 
and  of  his  residence  address;  and  must  submit  immediately  to  a 
physical  examination  by  the  medical  examiner  or  works'  physician 
or  other  physician  designated  by  the  Company,  and  thereafter  strictly 
follow  the  directions  given  by  such  medical  examiner  or  physician. 
The  payment  of  benefits  cease  if  the  injured  employe  refuses  to  fol- 
low the  direction  of  the  medical  examiner  or  other  physician. 
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The  Company  maintains  medical  examiners  at  its  various  works, 
whose  duties  are  to  make  examination  of  injured  employes  and  de- 
cide when  employes  are  disabled  and  when  able  to  work. 

All  of  the  operating  expenses  of  the  department  are  paid  by  the  company  Pays 

OT)Gi*atlii&r 

Company  and  no  part  of  the  contributions  from  employes  is  used  to  Expenses 
pay  such  expenses.    The  department  is  managed  by  a  Board  of  Man- 
agement, composed  of  five  members  appointed  by  the  Company.    This 
Board  has  complete  control  of  the  department  and  appoints  its  em- 
ployes, medical  examiners,  etc.,  etc. 

The  International  Harvester  Company  is  earnestly  striving  to  re-  ^,    ^,      ,   ^ 

Nothing  Left 

duce  the  number  of  industrial  accidents.    All  of  its  equipment  is  being  Undone  to 

Prevent  Accl- 
properly  safeguarded.     Shop   lighting,  ventilation,   sanitation   and   all  dents 

conditions   affecting  the   life  and   safety  of  its   employes   are  having 

constant  attention  and  such  conditions  are  being  constantly  improved 

and  brought  up  to  a  high  standard. 

A  most  interesting  pamphlet  has  been  published  entitled  "Protec- 
tion Against  Injury."  This  pamphlet  contains  rules  for  the  foremen 
and  also  for  the  workmen  on  how  to  avoid  accidents.  These  rules 
are  grouped  by  departments,  so  that  an  employe,  say,  in  a  foundry, 
does  not  have  to  read  the  whole  book.  This  book  also  contains  pho- 
tographs picturing  the  right  and  wrong  way  to  use  safety  devices.  Pamphlet  on 

Accident  Pre- 
the  object  of  the  pictures  being  to  impress  upon  the  minds  of  the  vention  Pub- 
workmen  the  necessity  for  constant  vigilance.     Some  of  these  pic-  lI^      "  s**^ 
tures    are    shown    on    pages    following.    This    book    on    "Protection 
Against  Injury"  has  been  published  in  ten  languages,  namely,  English, 
Greek,  Russian,  Polish,  Swedish,  Lithuanian,  Italian,  Bohemian,  Ger- 
man and  Hungarian,  so  there  is  practically  no  excuse  for  any  employe 
who  can  read  to  say  that  he  was  not  advised  of  how  to  avoid  being 
injured. 

The  International  Harvester  Company  pursues  the  subject  of  pro-         ide  t  P  e- 

tection  against  injury  by  an  especially  appointed  man  and  this  work  is   vention  Com- 
pany's Most 

handled  the  same  as  that  of  other  departments  and  is  considered  the  important 

Problem  Today 
most  important  subject  that  the  Company  has  to  contend  with  today  in 

the  manufacture  of  its  product. 
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Catcliini!  iron  Id  fotrndry.    The  only  correct  and  safe  way  for  a  fouodrTiiiaii 

ti)  riiCli  irim  is  to  put  the  airt-ain  In  townrds  Ihi"  tiimaw. 
Thi'  nl>ovp  iiicturi'  show*  Ihp  oorrpct  nny. 


BMPLOYBS'   BKNBFIT   ASSOCIATION 


Paetjry-wnrk' 
H4  Per  Cent 


Tbe  object  oF  Ihe  Employes'  Heneltt  AsBorlatlon  Is  to  create  and 
maintain  a  fund  at  the  least  possible  cost,  wblch  sball  belong  (o  tbe 
employes,  ntid  from  wbich  slialt  be  paid  to  tbe  members  wben  dis- 
abled a  certain  Income,  and  lo  their  Famltles  certain  deflnlte  Bums 
in  tbe  event  of  death.  The  membersliip  ia  divided  Into  two  classea: 
Class  B  Inchidfa  all  members  cmiiloyod  at  the  works,  Iwlne.  .^teel 
and  lumber  mills,  mines,  and  on  ib(>  railroads.  Members  in  Class  B 
contribute  1^  per  cent  of  Ihe  wanes  received  by  Ihem.  They  are  en- 
titled to  recelvt'  disability  lienoflts  for  sickness  and  for  aceldenis  re- 
ceived ichile  oft  rliily.  nnil  iheir  de|iendenla  are  entltli>i1  lo  death  bene- 
fits from  death  resultlni;  from  the  above  causes.  (Benefits  for  accidents 
received  while  on  duty  are  paid  by  the  Industrial  Accident  Depart- 
ment as  outlined  on  page  38fi.  > 
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Catching  Iron  Id  toundry.    This  foundrymao  plncMl  his  ladle  in  back  of  the 

Htrenm  nnd  cut  Ihe  slrpam  aivny  from   the  furnace.    This  is  always 

(Iniiecrniis  nnil  rcmtlls  in  many  serious  burns  to  Ihc  feet  and  legs. 


Members  of  Class  A  Include  all  other  employes,  namely,  those  in  other  Ero- 
tbe  general  office  aud  In  the  sales  and  collection  departments.    These   p^^  ^^^,  ^^^ 
members  contribute  1%  per  cent  of  their  wages  or  salary,  and  are  en-  '''■'  Benent> 

U  n  condition  • 

titled  to  disability  or  death  benefits  due  to  sickness  or  to  accidents  ally 
either  on  or  off  duty. 

The  contributions  of  all  members  are  based  on  wages  which  mem- 
bers earn  when  working  full  time.  No  contributions  are  made  by  dis- 
abled members  who  are  drawing  benente.  Members  who  leave  the 
employ  of  tbe  Company  may  contribute  lor  a  death  benefit  only, 
which  contribution  amounts  to  ten  cents  per  month  for  each  one  hun- 
dred dollars  of  death  benefits.  No  member  of  tbe  Association  Is  al- 
lowed to  contribute  on  the  basis  ol  a  salary  In  excess  of  $2,000  p«r 
annum.     The  regulations  provide  for  the  following  benefits: 

Disability  from  sickness,  one-half  wages,  except  for  the  flrat  seven 
days,  for  a  period  not  longer  than  S2  weeks. 


ACCIDENT   PHEVENTIOS   .VXD   BELIEF 
FIGURE    m 


Bight  '  Wrong 

Fuiinilryiurn  shuuld  wear  the  best  sliom  and  panls  for  enfcty. 

Kind  ii(  imnls  niicl  sIhhk  fur  fonodrynK'n  ti>  nenr;  hard  I'liitti   (Ji-^in)  punts 

and  i-nrntri-ss  flin,-*  jirotrct  Ihe  IcgM  nnd  lvr\  from  burnn. 

Disabiiiiy  and  DisaMJlty  from  acctdent,  one-hatf  wages,  beginning  with  the  date 

Paid       *"*    "      "'  "'^  accident,  for  a  period  not  longer  tban  52  weeks. 
Dtiith  from  sickness,  one  year's  averaKe  wages. 
E>eath  from  accident,  two  years'  average  wages. 
Ixiss  of  one  foot  or  one  band,  one  jear's  average  wages. 
Ijjss  of  both  bands  or  both  feet  or  one  hand  and  one  foot,  two 
years'  average  wages. 

Ijjss  of  one  eye,  one-half  year's  wages. 
Lobs  of  both  eyes  two  years'  wages. 

Any  employe  in  the  service  of  the  Company  on  or  before  Septem- 
ber 20,  1908.  had  the  privilege  of  becoming  a  member  of  the  Asso- 
ciation wKhout  medical  examination  and  regardless  of  age  at  any 
lime  prior  to  January  1.  1909.  Subsequent  to  the  latter  date  alt 
Physicni  Ex-  applicants  for  meniborship  have  been  required  to  pnss  a  pliysical  ex- 
qulrad  I™ Join  amlnatlon.  Any  employe  who  entered  the  service  of  the  Company 
after  September  20,  1908,  and  who  was  over  45  years  of  age  was 
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FIGURE    122 


allowed      to     contribute     tor     the     regular     disability    benefits;     the   i^^atb  Beneain 
deatb  benefit,  however,  being  limited  to  tlOO.    An  employe  who  baa  ' 
been  a  member  ol  tbe  Benefit  Association  for  one  year  and  leaves   Companr 
the  service  of  the  Company  may  continue  his  membership  In  respect 
only  of  tbe  maslmum  deatb  benefit  wblcb  he  has  held  during  tbe 
past  year.     Each  member  signs  an   application  for  membership,  in 
wblcb  be  autborizes  tbe  Company  to  deduct  his  contributions  from 
bis  wages,  names  bis  beneficiary,  agrees  to  be  governed  by  the  regu- 
lations, and  states  that  he  Is  correct  and  temperate  In  bis  habits. 
Female  employes  are  accepted  as  members  on  the  same  basis  as  male 
employes. 

When  a  member  Is  disabled,  be  must  notify  bis  timekeeper  or 
superior  officer  at  once.  Tbe  medical  examiner  decides  when  bene- 
hts  are  to  begin  and  when  they  are  to  terminate. 

No  benefits  are  paid  when  tbe  disability  is  due  to  intoxication  or 
the  use  of  alcoholic  liquors  or  to  unlawful  or  Immoral  acts.     This 
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bar  do«B  not  apply  to  tbe  payment  ot  death  beneHt  to  his  beneflclartes, 
provided  contribution  Is  made  during  dlaabillty. 

The  Benefit  Association  Is  In  charge  of  a  Board  of  Trustees,  con- 
sisting of  30  members  representiDg  the  various  works  and  departments. 
One-halt  ot  the  trustees  are  elected  by  ballot  by  the  members  ot  the 
Association  and  one-half  are  appointed  by  the  Board  of  Directors  ot 
the  Company.  The  president  ot  tte  Company  Is  ei-ofllcio  chairman  of 
the  Board.  The  Board  of  Trustees  appoints  the  superintendent  and  has 
general  supervision  over  the  Association.  It  meets  quarterly.  All  <]iics- 
tlons  may  be  appealed  to  this  Board  over  the  decision  of  the  superin- 
tendent and  its  decision  Is  final.  The  sui)erinlendent,  under  the  direc- 
tion of  the  Board,  bus  charge  of  all  business  of  the  Association  and 
acts  as  secretary  of  the  Board.  He  employs  medical  examiners,  clerks, 
etc..  pays  alt  beneflls  under  the  regulations,  certifies  alt  bills  and  pey 
rolls,  and  decides  all  questions  properly  referred  to  him. 

A  medical  examiner  Is  stationed  at  eacb  of  the  works.  He  makes 
the  required  physical  examinations,  visits  the  sick  and   Injured,  and 
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Tbc  wroni!  wny  to  u»p  a  shaper.    Etnployw  not  iiainK  (niHrrlB  provided  toe 

wood  shap«rs  will  he  dischflrspd.    Set  Hint  (he  guards 

OQ  ;oui  machine  are  always  io  place. 


decides  when  tbe]'  are  diaabled  and  wben  thej'  are  able  to  work,  and 
performs  sucb  otber  duties  as  may  be  required  of  him  by  the 
superintendent. 

The  memberablp  in  the  Association  la  voluntaiy. 

At  the  end  ol  eacb  year,  it  the  average  merobersblp  In  the  various  companr 

manufacturing  plants  during  that  year  has  equalled  EO  per  cent  of  the  J?"  .^j,  ti  ™ 

average  total  number  of  employes  In  the  plants,  the  Company  eontrtb-  ttaeed  on 

Uembershlp 
utes  (25.000  to  the  fund;  and  if  such  average  metiiberBhip  bas  equalled 

75  per  cent  or  such  total  number  of  employes,  the  Company  contributes 
$50,000  to  the  fund.  On  January  1,  1910,  the  Company  contributed 
$50,000  (or  the  preceding  year,  and  according  to  the  membership  dur- 
ing 1910  win  undoubtedly  be  required  to  make  another  contribution 
of  the  same  amount. 

All  expenses  of  the  Association  are  paid  out  of  Its  funds.     The  AsHociation 

Flnnnclally 
annual  contribution  of  the  Company  Is  first  applied  toward  the  nee-  Si>unii 
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fihapef  In   wood  shop.    Ton   rnnnot  W   injured   oo   a   BhHjieT   if  a  fniard   is 

eesary  expenses  of  conducting  tbe  aflaira  of  the  Asaoclatlon,  &nd  tbe 
balance  remaining  afier  such  deduction  Ib  available  for  tbe  paymant 
of  bene  11  tB. 

The  Benefit  ABSoclatlon  on  December  1,  1910,  bad  a  membership 
of  over  2S.D00  and  It  was  In  a  most  flourlsblng  tlnanclal  condition. 


Workers  Do 
:4ot  Contribute 


PENSION  SYSTEM 
The  pension  system,  like  most  all  other  systems,  is  based  on  tb« 
age  and  length  of  service  of  the  employe.  The  Company,  however, 
does  not  require  any  contribution  from  tbe  employes  to  tbe  pension 
fund  as  tbe  payment  of  all  pensions  Is  assumed  by  the  Company. 
Male  employes  who  have  reached  the  age  of  liS  years  and  who 
have  been  in  the  service  20  years  may  be  pensioned  upon  their 
application,  while  all  employes  who  have  reached  the  age  of  70  years 
and  who  have  been  In  the  service  SO  years  or  more  shall  be  pensioned. 
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FIGURE    I2£ 


The  wrong  way  tu  use  a  nnw  Kuard.    Employes  not  usins  guard  provided  for 

circular  save  will  be  discbarged.     Sec  thai  the  guard  on 

your  TDBchinp  in  ainaj'e  in  place. 


FIGURE   127 


,        f  ,/ 


Cicculur  HOH  in  wuud  xbup.    This  mnn  has  the  saw  suard  in  place  and  hia 
liands  are  protected  from  iniiirj. 


ACCIUENT   PKEVE.NTIOX   AND   KELIEI'' 
FIGURE    t2S 


FIGURE   (29 

gu 

IF'  'r  ^l^^^^l 

^M 

while   tlic   machii 


('  uiill.  Tliis  s'rl  <ii'I  not  oIh'V  tlic  rulos  of  the  eomijany  nnil 
\inp  from  tlip  slinft  with  her  finsers  Instoad  of  her  kiiifp, 
?  was  in  motion.     A  siTicms  injurr  to  her  Laml  wn?   tlie 


VOLUXTAUY  RELIEF  IX  THE  UNITED  STATES  399 

Female  employes  who  have  reached  the  age  of  50  years  and  have 
been  20  or  more  years  in  the  service  may,  at  their  own  request, 
be  pensioned,  but  all  female  employes  shall  be  retired  at  the  age  of 
60   years,   provided   they   have  been  In   the   service   20   years. 

# 

The  amount  of  the  annual  pension  (which  is  payable  in  monthly 
installments)  is  arrived  at  in  the  following  manner: 

For  each  year  of  active  service  an  allowance  of  1  per  cent  of  the  pension  Paid 

^     Is  One  Per 
average  annual   pay   during  the   10   years  next   preceding  retirement,  q^j^^  ^^  Wages 

No  pension  shall  exceed  |100  per  month  or  be  less  than  |18  per  month,  (f'"  ^^'^P' 
*  ▼1'  T       1  Year   of   Ser- 

The  administration  of  the  pension  fund  is  in  charge  of  a  Pension   vice 
Board    consisting   of   five   members— all    officers    or    employes    of    the 
Company  and  appointed  by  the  Board  of  Directors. 


The  International  Harvester  Company  has  printed  pamphlets  de- 
scribing the  three  plans  mentioned  above  and  copies  of  same  may  be 
obtained  by  those  interested  in  this  subject  by  communicating  with 
G.  A.  Ranney,  International  Harvester  Company,  Harvester  Building, 
Chicago. 


PLANS  ADOPTED  BY  CHENEY  BROTHERS  FOR  INDUSTRIAL 
INSURANCE  AND  OLD  AGE  PENSIONS 

By  HOWELL  CHENEY 


In  the  past  both  the  Company  and  the  employes  had  established, 
as  occasion  required,  various  forms  of  relief  for  disability.  On 
the  part  of  the  Company  these  had  not  been  administered  under  any 
well-defined  system,  or  in  proper  relation  to  each  other,  and  conse- 
quently had  not  served  the  ends  for  which  they  were  designed.  In  the 

most  efficient  manner.    Their  basis  was  a  charitable  one  tending  to  ^^^t  Plans 

Based  on 

supplement  incompetence  and  thriftlessness,  rather  than  to  encourage  Charity  in- 
efficient 

efficiency  and  foresight.  On  the  part  of  the  employes  their  mutual 
assistance  has  been  limited  necessarily  to  particular  or  fraternal 
groups,  and  so  has  not  been  within  the  reach  of  the  great  majority 
of  employes. 

The  industry  is  one  of  the  least  hazardous  of  mechanical  employ- 
ments, and  the  problem  of  taking  care  of  industrial  accidents  was  felt 
to  be  only  an  incident  in  the  general  problem  of  social  insurance, 
and  not  to  be  separated  from  it.  The  value  of  the  contributory  prin- 
ciple was  recognized,  but  its  object  in  securing  a  mutual  and  co- 
operative undertaking  was  obtained  by  making  the  insurance  against  contributory 

industrial  injuries,  upon  a  fixed  and  liberal  scale  entirely  at  the  em-  ?***"^*^^® 

Appuea 

ployer's  expense,  dependent  upon  the  employe's  protecting  himself 
against  disability  due  to  sicknesB  at  his  own  expense.  Also  the  grant- 
ing of  a  pension  as  a  return  for  long  and  efficient  service  was  made 
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40  Per  Cent 
of  Employes 
Women 


Disability 

Insurance 

Through 

Mutual 

Ben*'flt 

Association 


dependent  upon  the  individuars  having  contributed  toward  an  annuity. 
A  long  established  custom  in  the  payment  of  accident  benefits  made  a 
direct  cash  contribution  impracticable,  and  in  the  particular  industry 
not  essential,  because  most  of  the  injuries  being  of  a  minor  nature 
the  establishing  of  a  cash  contribution  or  of  a  long  waiting  period 
would  make  it  appear  that  the  injured  persons  were  still  carrying  the 
whole  of  the  burden. 

On  the  lines  indicated  above  the  Company  proposed  to  its  em- 
ployes a  mutual  and  co-operative  undertaking,  whereby  a  comprehen- 
sive range  of  insurance  against  loss  of  earning  power  due  to  all  forms 
of  disability  was  made  possible  for  all  under  equal  conditions  as  re- 
gards costs  and  results.  Forty  per  cent  of  the  employes  are  women, 
and  a  careful  study  was  made  of  this  side  of  the  problem,  which  is 
a  feature  the  railroads,  wood  and  metal  trades  have  not  had  to 
consider. 

The  development  of  the  scheme  proposed  the  uniting  of  all  these 
forms  of  protection  under  two  general  plans,  which  were  carefully 
correlated: — First,  the  organization  of  a  mutual  benefit  association 
managed  jointly  by  the  Company  and  Its  employes  to  cover  injuries, 
sickness,  annuities  and  death;  and  secondly,  the  development  by 
the  Company  of  old  age  pensions  as  assuring  a  definite  return  for  long, 
eflicient  and  faithful  service.  The  following  description  states  in 
concise  form  the  more  important  features  of  these  plans.  The  exact 
conditions  governing  them  are  contained  in  the  formal  constitution 
and  by-laws. 


WorkiTS  Con- 
tribute 2  Vor 
Cent  of  Wages 


OBJECT 

The  object  of  the  Association  was  to  provide  a  simple  and  easy 
means  whereby  those  employes  who  were  willing  to  set  apart  ap- 
proximately 2  per  cent  of  their  wages  might  secure  to  themselves 
or  their  families  an  assured  income  in  the  form  of  certain  benefits 
to  be  paid  in  the  case  of  death,  sickness,  injury  or  incapacity  from 
old  age. 
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MEMBERSHIP 

Prior  to  December  1,  1910,  all  of  the  employes  of  Cheney  Brothers,   ^g  Years  the 

or  subsidiary  companies,  were  eligible,  unless  physically  disqualified,  ^*^f,  ^J*"*^  '"»* 

Full  Memner- 

to  full  membership.  Since  December  1,  1910,  employes  over  45  ship 
years  of  age  have  been  eligible  to  limited  membership  only,  which  en- 
titles them  to  sick  and  accident  benefits,  but  not  to  death  claims  or 
annuities.  The  contributions  of  full  members  are  2  per  cent  of  the 
mean  wage  of  the  class  to  which  they  belong,  and  of  limited  mem- 
bers m  per  cent. 


ORGANIZATION 

The  affairs  of  the  Assoiiation  are    managed    by    a    president,    vice-  Board  of 

Trustees  Made 
president,  superintendent,  medical  director  and  eleven  trustees.    The    „p  ^yf  piy^ 

treasurer   of   the   Company   is   the  Association    treasurer    and    an    ex-  comDany^and 

officio   member  of  the  Board  of  Trustees.      Of   the   other   members    of  ^*^'^  Repre- 
sentatives of 

the  Board   five   are   appointed   by   the   directors   of   the   Company,   and   Association's 

Members 
five  are  elected  by  the  members.     The  president  and  vice-president 

are  chosen  by  the  Board  on  the  nomination  of  the  trustees  represent- 
ing the  members.  The  superintendent  and  medical  director  are  ap- 
pointed by  the  Board  on  the  nomination  of  the  trustees  representing 
the  Company.  There  are  three  executive  committees  known  as  the 
operating,  finance  and  auditing  committees.  One  member  of  the 
operating  committee  is  chosen  by  the  trustees  representing  the  mem- 
bers, one  by  the  trustees  representing  the  Company,  and  the  third 
is  the  superintendent.  The  finance  committee  is  chosen  in  like  man- 
ner, the  treasurer  being  the  third  member  thereof. 


CONTRIBUTIONS 

Contributions   are   paid    monthly   in   advance   and   are   subtracted 
from  any  wages  earned,  or  otherwise  are  paid  in  cash. 
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Benefits  Paid 
Automatically 


Injured 
Workers 
Taken 
Care  of 


ACCIDENT  BENEFITS 
All  accident  benefits  are  paid  by  the  Company,  including  medical 
and  surgical  attendance,  and  hospital  maintenance,  where  necessary, 
but  are  distributed  through  the  medium  of  the  Association.  They  are 
allowed  to  members  of  the  Association  who  are  injured  in  the  service. 
unless  the  injury  was  due  to  the  member's  own  willful  and  serious 
misconduct,  or  disobedience  of  rules  reasonably  designed  for  the 
protection  of  employes.  Such  accident  benefits  are  paid  automatically 
to  members  only,  without  any  question  as  to  the  Company's  legal  lia- 
bility.   The  specific  benefits  are: 

(a.)  In  case  of  death,  three  years*  wages  and  reasonable  funeral 
expenses. 

(b.)  In  case  of  total  incapacity,  half  pay  during  the  continuance 
of  disability,  excepting  the  first  three  days,  for  a  maximum  of  six 
years. 

(c.)  In  case  of  partial  incapacity,  after  the  resumption  of  work, 
one-half  the  difference  between  the  wages  earned  before  and  after 
the  injury.  Such  partial  incapacity  benefits  continue  for  such  part 
of  the  six  years  as  the  total  incapacity  benefits  have  not  been  paid. 

(d.)  In  all  cases  of  accidents  to  members,  medical  and  surgical  at- 
tendance, artificial  limbs  and  hospital  maintenance,  where  necessary, 
are  provided  at  the  expense  of  the  Company. 

(e.)  One  per  cent  is  added  to  the  above  accident  benefits  for 
every  year  of  service  over  five;  and  in  the  case  of  married  members 
supporting  families.  5  per  cent  for  each  child,  until  a  maximum  in- 
crease of  25  per  cent  is  reached. 


SICK  BENEFITS,  AND  DEATH  CLAIMS  FROM  DISEASE 

Sick  benefits  are  paid  out  of  the  contributions  of  members,  amount- 
ing to  2  per  cent  of  their  average  wages  for  full  members  and  IM  per 
cent  for  limited  members,  plus  a  contribution  from  the  Company  of 
one  quarter  of  the  amount  paid  in  by  the  members. 
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Members  are  divided  into  five  classes  according  to  their  average 
weekly  wages. 

The  specific  benefits  and  contributions  for  each  class  are  given  be- 
low: 


SECTION  6.     SCHEDULE  OF  SICK  AND  DEATH  BENEFITS 


Class 
A 

Class 
B 

Class 
C 

Class 
D 

Class 
£ 

Thosp  roceiving   \  more  than 
weekly          '(  not  more  than 

$7.50 

$7.50 
12.50 

$12.50 
17.50 

$17.50 
22.50 

$22.50 

Menn  wage  of  Class 

$5.00 

$10.00 

$15.00 

$20.0i) 

$24.00 

Benefit  per           \  1st  52-weeks 
week                  ]  2d  52  weeks 

$2.50 
1.25 

$5.00 
2.50 

$7.50 
3.75 

$10.00 
5.00 

$12.00 
6.00 

Death  Claims 

$130.00 

$260.00 

$390.00 

$520.00 

$624.00 

f  2*Xr  of  mean  wage 
Weekly              )  — full  members 
Contribution       -j   ♦iV^'Tr     limited 

(  members 

$0.10 
.061/4 

$0.20 
.12Vj 

$0.30 

.18% 

$0.40 
.25 

$0.50 
.31% 

^Limited  membership  purchases  no  death  claims  nor  annuity. 


In  the  case  of  sickness  or  injuries  other  than  those  suffered  in  Half  Benefits 
the  service,  they  receive  one-half  of  the  mean  wage  of  their  class  Disabled 
for  the  first  52  weeks  (excepting  the  first  three  days)  and  one-quarter  ^^^^^  ^^ 
for  the  second  52  weeks;  and  in  the  case  of  death  one-half  of  the  mean 
yearly  wage  of  their  class. 


ANNUITIES 

The  balance  of  the  money,  contributed  by  the  members,  left  after 
the  payment  of  sick  and  death  benefits,  is  transferred  to  a  fund  called 
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Reserve  the  Reserve  Fund.    This  is  invested  and  allowed  to  accumulate  into 

PiiyinK  Annul-      *  ^^^^  ''*®°^  which  annuities  will  be  paid  to  members  from  the  time 
**^®  of  their  retirement  until  their  death.    Members  who  leave  the  service 

after  contributing  five  years  can  recover  that  proportion  of  tbeir 
contributions  which  was  charged  to  this  fund,  without  interest.  The 
dependents  of  members  who  have  died  before  becoming  entitled  to  an 
annuity,  can  recover  with  compound  interest  at  4  per  cent.  Female 
members  may  at  the  time  of  marriage  recover  the  proportion  of  their 
contributions  charged  to  this  fund,  with  compound  interest  at  4  per 
cent.    Thus  members  may  benefit  from  this  fund  by  three  methods. 

(a.)  By  retiring  at  the  annuity  age  because  of  either  old  age  or 
permanent  incapacity. 

(b.)  By  leaving  the  ser\'ice  after  having  contributed  for  five  years. 

(c.)  By  the  beneficiaries  of  members  receiving  as  an  addition  to 
the  death  benefit  that  proportion  of  the  member's  contributions  which 
has  been  carried  over  to  the  fund,  with  interest  compounded  at  4  per 
cent  annually. 

Annuities  can  be  paid  under  the  first  classification  to  the  fol- 
lowing: 

(a.)  To  men  over  70  years  of  age  and  women  over  60  years  of  ago, 
who  have  been  contributors  to  the  fund  for  10  years. 

(b.)  To  men  over  05  years  of  age  and  women  over  55  years  of  age 
who   have  been   contributors  to  the   fund   for   15   years  and   who   are 

retired. 

(c.)  To  men  or  women  of  any  age  who  have  been  contributors 
to  the  fund  for  20  years  and  who  have  become  permanently  incapaci- 
tated for  further  work  in  the  service  of  the  Company. 

On  leaving  the  service  there  is  a  further  restriction  in  that  the 
payment  may  not  be  made  until  one  year  after  the  termination  of 
membership,  which  is  to  prevent  a  dissipation  of  the  fund  for  pur- 
poses other  than  were  intended. 

Under  the  third  classification  if  a  member  dies  before  becom- 
ing entitled  to  an  annuity  it  becomes  a  definite  addition  to  his  death 
benefit. 
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No  annuities  can  be  paid  under  the  plan  for  10  years,  and  their 
amounts  will  be  dependent  upon  several  unknown  factors,  such  as  the 
average  rate  of  interest  to  be  obtained  on  the  investments  of  the  Asso- 
ciation, the  average  age  of  entering  and  retiring,  and  the  number  of 
withdrawals.  It  Is  conservatively  estimated  that  they  will  be  equal  to 
about  one-fifth  of  the  amount  of  the  pensions. 


MONTHLY  ANNUITIES  FOR  CLASS  C 


TEARS 

CONTRIBUTED 

Age  at 
Retirement 

20 

25 

30 

35 

40 

45 

50 

70 

$4.80 

$0.(K{ 

$8.94 

$11.70 

$15.30 

$19.74 

Go 

$2.40 

3.57 

4.02 

6.G0 

8.«7 

11.25 

GO 

2.01 

2.,SS 

3.03 

5.25 

6.00 

55 

1.71 

2.43 

3.30 

4.41 

50 

1.50 

2.13 

2.88 

45 

1.35 

1.80 

PENSIONS 


The  pension  system  is  related  to  the  Benefit  Association  in  that 
its  members  only  are  eligible  for  pensions.  The  granting  of  pensions 
remains,  as  before,  a  sole  activity  of  the  Company.  And  while  mem- 
bership in  the  Association  establishes  eligibility,  it  does  not  in  itself 
create  any  right  to  a  pension,  which  is  granted  at  the  discretion  of  Company 

Grants 

the   Directors  of  the  Company  as  a   return   for  long,  efficient  and  Pensions  for 
faithful  service.  ^"clent"** 

Pensions  may  be  granted  by  the  pension  committee,  under  the  regu-  Service 
lation  of  the  directors  to  the  following  classes  of  employes,  if  mem- 
bers of  the  Benefit  Association: 
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Wages  and 
Length  of 
Service 
Determine 
Pension 


(a.)  To  any  employe  over  50  years  of  age  who  has  been  25  or  more 
years  in  the  service,  and  who  has  become  totally  incapacitated  for 
further  work  at  any  employment  or  trade;  or  to  those  employes  as 
much  younger  than  50  as  they  have  worked  years  more  than  25,  who 
have  become  totally  incapacitated. 

(b.)  To  men,  after  25  years  of  service,  who  are  70  years  of  age  or 
over;  or  to  men  for  the  same  term,  who  are  from  65  to  69  years  of  age 
inclusive  and  have  become  incapacitated  for  work  of  a  like  character 
to  their  past  trade  or  employment. 

(c.)  To  women,  after  20  years  of  service,  who  are  60  years  of  age 
or  over;  or  to  women  for  the  same  term  who  are  from  55  to  59  years 
of  age,  inclusive,  and  have  become  incapacitated  for  work  of  a  like 
character  to  their  past  trade  or  employment. 

The  amount  of  a  pension  is  determined  by  the  employes*  efficiency 
as  expressed  in  wages  and  years  of  service.  It  is  10  per  cent  of  the 
average  actual  monthly  wages  for  the  10  years  preceding  retirement 
plus  1  per  cent  of  the  same  amount  for  every  year  of  service.  There 
is  no  maximum  or  minimum  rate  of  pensions  and  all  from  super- 
intendents down  will  be  figured  by  the  above  rule. 


ESTIMATE  OF  AMOUNT  OF  PENSIONS  FOR  VARIOUS  RATES  OF 

WAGES  AND  TERMS  OF  SERVICE 


Average 
Monthly 
Rate  of 
Wages 

Term  of 
Service 

20  3'oars 
25  yi»ars 
3()  years 
3r»  years 
40  years 
4.")  years 
50  j'eare 
55  years 


$:m\ 


.$10.  so 

12.(M> 
14.40 

ir,.2o 
\  is.oo 

lO.SO 
21.00 
23.40 


$44> 

$45 

$50 

$i;o 

$70 

$so 

$1K) 

$100 

$12.<K) 

$13.50 

$15.0t> 

$1S.0<) 

$21.00 

$24.00 

$27.00 

$90.00 

14.0() 

15.75 

17.50 

21.00 

24.50 

28.00 

31.50 

35.00 

1(;.0() 

1S/K> 

20.(M) 

24.(K) 

2S.00 

32.00 

30.00 

40.00 

1S.(MI 

20.25 

22.50 

27.00 

31.50 

3(J.(KI 

40.50 

45.0U 

20.fKI 

22.50 

25  .(M> 

30.00 

3.5.00 

40.00 

45.00 

50.00 

22.fH) 

24.75 

27.5<) 

33.00 

3S.50 

44.00 

49.50 

55.00 

24.(K» 

27.0() 

30.00 

30.00 

42.(KJ 

4S.00 

54.00 

00.00 

2({.(K) 

20.25 

32.50 

30.00 

45..-JO 

52.(J0 

5S.50 

G5.00 
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COST    TO    EMPLOYES    AND    ITS    DISTRIBUTION    IN    BENEFITS 

The  cost  to  employes  is  2  per  cent  of  their  wages  which  an  actuarial 
estimate  distributes  as  follows: 

Per  cent 
Cost  of  Sick  Benefits    9 

Death  Benefits  from  Sickness 4 

Out  of  Service  Accidents,  classed  as  sickness 125 

Transferred  to  Reserve  Fund  for  Annuities 575 

Total 2. 


«<         u 


<4  tt 


It  has  been  possible  to  give  an  amount  of  insurance  under  these 
plans  which  it  would  not  be  possible  for  members  to  purchase  at  the 
same  cost  from  any  commercial  ineurance  company,  or  in  any  fra- 
ternal or  mutual  benefit  society,  because  all  of  the  operating  expenses, 
all  the  benefits  for  injuries  received  in  the  service  and  25  per  cent  of 
the  amount  contributed  by  the  members  toward  sick  benefits,  death 
claims  from  sickness,  and  annuities,  are  paid  for  by  the  Company,  in 
addition  to  the  entire  cost  of  pensions,  which  are  administered  under  a 
separate  plan. 

In  dealing  with  insurance  against  sickness  and  death  it  is  a  very  Benefits 

,.„      ,^  ,  ,         ,  ,  w  ,  ,  ^  Greater  than 

difficult  problem  to  convince  wage  earners,  whose  experience  with  in-  those  of 

surance  problems  is  not  large,  that  a  sound  conservative  proposition  ^'■*^*^®  I"" 

surance  Corn- 
based   on   scientific   actuarial   estimates  is  in   the  long  run   cheaper  panles   or 

Mutual  and 
as  well  as  safer  for  them,  than  the  less  expensive  premiums  charged  Fraternal 

by  assessment  and  fraternal  benefit  associations,  whose  universal 
practice  is  to  encourage  new  business  by  deferring  the  inevitable 
day  of  reckoning.  It  would  have  been  a  material  assistance  in  meet- 
ing this  problem  if  the  right  to  a  death  benefit  could  have  been  con- 
tinued after  leaving  the  service  until  some  fixed  age,  as  is  done  by 
the  International  Harvester  Co.;  but  the  Conne(^ticut  laws  made  such  a 
course  impossible.    As  a  matter  of  fact,   few  such   policies  would   be 
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continued,  but  it  would  answer  the  objection  that  the  life  insurance 
feature  compelled  continuance  in  one  employment,  whereas  fraternal 
associations  were  under  no  such  restrictions. 


No  Guide  for 

Other 

Industries 


COST  TO  THE  COMPANY 

The  cost  of  the  plan  to  the  Company   was  estimated  to   be   the 

following  percentages  of  the  pay  roll: 

Per  cent 
Operating  Expenses  Including  Inspection  and  Medical  Expenses.      .125 

In   Service   Accidents    375 

Contribution  to  Sick  Benefit  Fund 5 

Total  Benefit  Association  Elxpenses   1. 

Cost  of  Pensions    2. 

Total     3. 

The  cost  of  pensions  would  form  no  criterion  as  to  estimating^  the 
cost  of  pensions  in  other  industries  or  establishments,  as  the  char- 
acter of  the  help  is  most  unusually  stable  and  fixed  and  contains  a 
very  high  percentage  of  employes  eligible  to  pensions  either  imme- 
diately or  prospectively. 


Company  Con- 
slderR  Accident 
Compensation 
Part  of 
Cost  of  Pro- 
duction 


THE     REASONS     FOR     THE     ASSUMPTION     OF     THESE 

OBLIGATIONS 

in  the  case  of  accidents  it  was  the  replacing  of  a  haphazard  char- 
itable system,  more  or  less  dependent  upon  the  varying  discretion  of 
department  managers,  with  a  uniform  system  guaranteeing  a  just  and 
equal  treatment  of  every  case.  In  a  wider  sense  it  is  a  definite  state- 
ment by  the  Company  of  the  general  principle  under  which  they  have 
acted  for  many  years,  that  injuries,  so  far  as  they  are  a  necessary 
incident  to  industry,  are  a  part  of  the  cost  of  production  and  should 
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be  borne  to  that  extent  by  the  consumer,  and  not  entirely  by  the 
injured  person.  The  plan  provides  for  a  means  of  determining  this 
factor  of  the  cost  of  production  more  definitely,  and  of  insuring  both 
the  Company  and  the  employe  against  it. 

In  the  case  of  sickness  four  considerations  induced  the  Company's 
contribution  to  the  sick  benefit  fund.  First,  it  was  an  extension  of 
the  Company's  past  system  of  relief  to  individuals  and  tubercular 
patients,  so  that  it  was  not  entirely  dependent  upon  charity  but  was 
an  encouragement  to  the  efficient  and  provident  employe  who  was 
willing  to  make  a  sacrifice  to  secure  the  additional  benefits  guar- 
anteed. Secondly,  it  covered  whatever  slight  occupational  disease 
or  unsanitary  conditions  might  be  connected  with  the  industry,  which 
its  members  were  powerless  to  protect  themselves  against.  Third, 
illness  as  well  as  injury  occasion  a  large  economic  waste  to  the 
Company  as  well  as  to  the  employes  on  account  of  lost  time,  idle 
machinery,  and  ineffective  work.  It  is  to  the  direct  interest  of  the 
Company  as  well  as  the  individual  to  bring  about  a  re-establishment 
of  health,  and  consequently  efficiency,  by  supplying  the  best  conditions  QQ^p^ny 

possible  for  recovery.     In  furthering  these  ends  much  could  also  be  Benefited  by 

Helping  Sick 

accomplished  by  scientifically  helping  the  employes  to   protect  them-  and  Injured 
selves   from   the  depredations  of   cheap   assessment   plans,   which   de- 
prived them  of  the  assistance  which  they  supposed  they  had  purchased, 
when  they  most  needed  it  in  their  old  age. 

In  the  case  of  pensions  the  past  practice  of  the  Company  has  tended 
toward   their  bestowal   in  cases  of  necessity.     The  new   regulation 
makes  a  pension  dependent  on  the  part  of  the  Company  on  long, 
efficient,  and  faithful  service;  and  further  on  the  part  of  the  employe 
upon  his  willingness,  independently  of  it,  to  supplement  his  pension  Pensions 
by  a  definite  degree  of  providence  on  his  own  part  in  the  form  of   pusiness 
an  annuity.    This  makes  a  pension  not  so  much  a  charity  as  an  ac-   Foi^cy 
knowledgment    of  the  additional  value  of  length  and  fidelity  of  serv- 
ice;  it  provides  a  pension  for  the  efficient,  thrifty  employe  as  a  mat- 
ter of  sound  business  policy,  rather  than  to  the  less  efficient  and 
improvident  hand  as  a  matter  of  charity. 
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PRINCIPLE3  INVOLVED 


Plan  Insures 
Company 
Against  Un- 
just Lregal 
Burdens 


LlALlLITY 

The  aim  was  first  to  eliminate  the  whole  question  of  liability,  and 
to     place     the     remedy     on     an     entirely     different     plane.        There- 
fore,   no    attempt    has    been    made    to    alter    in    any    respect     the 
present  legal  rights  or  liabilities  of  either  party  to  the  contract.    And 
the  Company  did  not  believe  it  was  running  a  great  risk  in  not  de- 
manding a  release  from  some  portion  of  its  liability  in  lieu  of  assum- 
ing considerable  obligations  not  imposed  upon  it  by  law  and  statutory 
rights.    The  character  of  the  plan  itself  is  the  Company's  best  insur* 
ance  against  the  imposition  of  unjust  and  unreasonable  legal  burdens; 
best  in   proportion  as  it   automatically  insures  the  workingmen,   in 
their  own  right  and  not  as  a  charity,  of  a  fairer  distribution  of  the 
burden  of  accidents  and  disabilities  inevitably  due  to  the   modem 
organization  of  industry  than  they  could  obtain  either  through   the 
intermediary  of  a  law,  a  court  or  an  insurance  company. 


Individual 
Replaced  by 
Collective  Re- 
sponsibility 


COMI»ENSATIO.N      VS.      IKSURAXCE 

The  principle  is  fast  l)ecoming  established  that  industrial 
accidents  are  a  risk  inherent  in  modern  industry  and  not 
justly  based  on  any  theory  of  personal  fault;  and  that  an 
economical  settlement  of  the  matter  is  dependent  upon  our  remov- 
ing it  from  the  sphere  of  individual  responsibility  and  basing  it 
squarely  upon  the  new  theory  of  a  collective  responsibility  for  a  risk 
inherent  in  the  system.  It  should  follow  from  this  that  either  "dam- 
ages" or  "compensation"  in  the  sense  of  making  good  a  loss  is  as 
mistaken  a  settlement  as  was  the  principle  of  legal  awards  assessed 
by  a  court.  No  amount  of  damages  can  rightly  compensate  for  the 
life  of  a  husband,  son  or  brother.  The  ultimate  cause  lies  in  human 
nature  and  the  organization  of  industry.  The  direct  causes  are  as 
varied  as  the  characters  of  men  and  the  organization  of  industry. 
They  cannot  be  exactly  defined  by  laws.     They  belong  to  a  system. 
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not  to  individuals.  Clearly  the  remedy  must  be  worked  out  between 
the  component  parts  of  the  system,  and  must  be  much  more  in  the 
nature  of  a  mutual  insurance  against  a  known  risk  than  of  compensa- 
tion for  damage  done. 

Chabacteb  of  the  Insurance 

It  is  not  in  the  nature  of  charity  or  poor  relief.  Hence, 
to  measure  the  insurance  by  the  "dependence"  created,  as 
is  done  in  the  English  system,  is  to  start  upon  an  entirely 
false  basis.  It  is  an  insurance  against  loss  or  depreciation  of  earning 
power,  i.  e.,  wages,  or  efficiency.  The  aim  should  be  entirely  to  con- 
serve or  maintain  the  efficiency  of  workers,  and  hence  their  insurance  ^ 

Death  and 

should  be  expressed  entirely  in  the  terms  of  wages.     There  should  Disease  Just 

as  Important 
be  no  maximum  or  minimum  benefits,  but  all  from  directors  to  door-  to  Insure 

keepers  should  be  benefited  by  the  same  plan.    One  scale  of  premiums  Occidents  * 

and  a  corresponding  one  for  benefits,  both  a  percentage  of  wages. 

Loss  of  earning  power  from  industrial  injuries  is  only  one,  and  a 

m 

minor,  cause  of  loss  of  earning  power.  Disease  and  death  must  in- 
evitably impair  the  earning  power  of  every  worker;  industrial  in- 
juries that  of  a  very  few.  If  there  are  sound  economic  reasons  for 
compelling  an  insurance  of  the  one,  why  not  of  them  all? 

NoTK, — Messrs.  Cheney  Brothers  will  furnish  complete  copies  of  the 
constitution  and  by-laws  of  the  Mutual  Benefit  Association  in  operation 
at  their  works,  to  persons  interested.  Copies  may  be  had  from  the 
National  Association  of  Manufacturers,  30  Church  Street,  New  York 
City. 
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MUTUAL  INSURANCE  PLAN  OF  THE  GENERAL  ELECTRIC 
COMPANY'S  EMPLOYES,  AT  WEST  LYNN,  MASS. 


By  MAGNUS  W   ALEXANDER 

The  spirit  of  the  age  is  prompting  the  managers  of  industrial  en- 
terprises to  appreciate  with  increasing  insight  the  human  phase  of 
their  problem.  Before  the  factory  method  became  an  established 
part  of  our  industrial  system,  the  master  concerned  himself  with  the 
well-being  of  his  men.  When  large  groups  of  employes,  however, 
came  under  the  management  of  a  single  employer  or  a  corporation, 
master  and  men  in  their  personal  relations  began  to  drift  apart.  Of 
late  the  care  of  the  employes  is  again  attracting  the  attention  of  our 

industrial  managers,  who,  on  an  enlarged  basis,  and  with  due  con- 
No  Paternal- 
sideration  to  the  changed  social  and  industrial  conditions,  are  in  many   jsn,.  Promotion 

ways  endeavoring  to  increase  the  well-being  and  contentment  of  their    ?'  Seif-Heip 

Instead 

employes.  The  philosophy  involved  in  this  new  effort,  however, 
eliminates  the  old  paternalistic  idea  of  taking  care  cf  the  employes, 
and  substitutes  the  modern  view  of  stimulating  and  assisting  em- 
ployes to  take  care  of  themselves. 

It  was  in  line  with  this  thought  that  the  officials  of  the  General 
Electric  Company  at  West  Lynn,  Mass.,  some  eight  years  ago,  con- 
sidered the  establishment  of  a  mutual  benefit  association.  Such  an 
organization,  they  believed,  would,  if  properly  constituted  and  man- 
aged, result  in  physical  and  moral  benefit  not  only  to  the  employes, 
but  to  the  company  as  well.  The  idea  of  a  mutual  benefit  association 
among  employes  is  neither  new  nor  novel;  yet  the  Association  at 
the  Lynn  works  merits  attention  on  account  of  its  new  and  novel 
features,  which,  during  a  period  of  eight  years,  have  proved  their 
value. 


41G 


ACCIDENT   PREVENTION   AND  RELIEF 


A  Question  of 
Management 


Some  Draw- 
backs of  Ordi- 
nary Mutual 
Benefit    Asso- 
ciations 


Association 
Made  up 
of  Small 
Self-Governing 
Bodies  of 
Workers 


Before  the  Company  started  the  plan  it  investigated  existing  or- 
ganizations  of  a  similar  character,  for  the  purpose  of  ascertaining  the 
causes  of  the  partial  or  total  failure  of  some  of  them,  and  the  reasons 
for  the  ineffectiveness  of  the  many   in  developing  their  full    poten- 
tialities.   As  a  result  of  this  investigation,  it  was  found  that  certain 
features  tended  to  operate  against  the  complete  success  of   a   mutual 
benefit  association.     It  seemed  clear  that  whenever  the  employer  or 
his  agents  take,  by  statute,  a  prominent  part  in  the  management  of 
such  an  organization,  the  workmen  themselves  not  only  fail  to  assume 
the  responsibilities  for  the  proper  administration  of  the  funds,  but  usu- 
ally lose  genuine  interest  in  the  Association,  and  finally  look   upon 
the  whole  matter  with  a  suspicion  which,  though  unfounded,  is   not 
unnatural.     On     the     other     hand,     It     must     be     borne      in    mind 
that     a     large     organization     presents     an     administrative     problem 
that    cannot    easily    be    dealt    with    by    the    employes    alone,     and 
of   necessity,    therefore,    calls    for    active    participation    in    the    man- 
agement   by    the    employer.    Yet.    when     the    Association     becomes 
so  large  as  to  require  the  full  service  of  one  or  more  officials,  the  mem- 
bers look  with  disfavor  upon  the  use  of  part  of  their  contributions 
for  the  payment  of  salaries  for  these  officials.    Even  though  the  em- 
ployer assumes  such  payments,  this  feeling  of  discontent  is  not  wholly 
overcome.     Finally,  the  accumulation  of  large  funds  in  the  treasury 
of  an  Association  accentuates  the  belief  of  the  individual  member  that 
in  case  of  discontinuance  with  the  Company  he  should  not  lose  his 
equity  right  in  these  funds — he   forgets  that  his  small  contribution 
can  entitle  him  only  to  insurance  protection  of  a  limited  time,   for 
which  he  pays  his  premium  in  advance. 

When  these  deficiencies  became  understood,  certain  ideas  suggested 
themselves  as  fundamental  for  a  successful  administration  of  a  large 
mutual  benefit  association.    They  are: 

1.  Sub-division  of  the  Association  into  small,  self-acting  and  self* 
administering,  though  closely  connected,  bodies. 

2.  Management  of  these  sub-divisions  by  the  members  themselves, 
with  a  general  supervision  of  all  by  a  representative  of  the  Company, 
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to  keep  the  machinery  in  proper  working  order,  and  at  the  same 
time,  act  as  the  connecting  link  between  the  Association  and  the 
Company 

3.  Limitation  of  the  size  of  trust  funds  in  the  treasuries  to  such 
amounts  as  would,  under  ordinary  circumstances,  seem  sufficient  for 
the  payment  of  all  guaranteed  benefits. 

4.  Utilization  of  all  or  very  nearly  all  contributed  moneys  for  the 
purposes  for  which  they  were  contributed — sickness,  accident  and  life 
insurance. 

5.  Simplicity  of  administration  in  order  that  every  member  may 
fully  understand  his  own  obligations  and  rights  and  those  of  all  others 
connected  with  the  Association. 

While  these  principles  can  be  worked  out  in  many  ways,  local 
conditions  and  available  personnel  necessarily  being  influencing  fac- 
tors, any  plan,  I  believe,  will  prove  efficacious  if  it  is  designed:   to 

lusurance 

offer  employes  the  cheapest  insurance  consistent  with  sound  and  safe  Must  be  inex- 
pensive and  Pro* 
management  against  disability  from  sickness  or  accident,  and  death;  Q^ote  Relations 

and  to  assist  in  the  development  of  such  relations  between  employer  ^®^^®®"  ^™" 

and  employes  as  will  tend  to  increase  their  mutual  loyalty,  and  con-  Employes 

sequently  bring  about  increased  efficiency  and  contentment. 

The  correctness  of  the  flrst  assumption  will  be  readily  accepted  by 
all.  The  second,  however,  usually  receives  no  open  recognition;  but 
to  my  mind  it  should  be  clearly  enunciated  in  order  to  eliminate  mis- 
understanding and  distrust  on  the  part  of  the  employes.  Inasmuch 
as  it  is  one  of  the  functions  of  good  management  to  create  a  body  of 
efficient  and  contented  employes,  every  proper  scheme  to  this  end  is 
justified  and  will  Justify  itself  by  a  clear  statement  of  the  premises 
on  which  it  rests. 

In  this  spirit  the  constitution  and  by-laws  of  the  Thomson-Houston 

Mutual  Benefit  Association — named  after  the  then  existing  Thomson-  Orgranized  9 

Yi*a  rs  AsTo  * 

Houston  Company,  but  now  called  the  General  Electric  Company —  Essential 

were  worked  out,  and  the  Association  was  organized  on  August  9,  i^^a*"»*^« 

Remain 

1902.     Though   several   changes   have   since   been   made  in   the   con-  Unchanged 
stitution  and  by-laws,  the  essential  features  have  remained  unaltered. 


418 


ACCIDENT   PBEVENTIOX    AND   RELIEF 


Divided   into 
Sections  of 
Not  More  than 
150  Members 
Each 


Sectional 
Division 
Prevents 
Fraud 
Saves  Time 
and  Expense 


The  constitution   provides  for  an   Association,  which   shall    eonpist 
of  individual   Sections  of  not  more   than  150  employes   each.      Elach 
Section  has  its  own  administrative  body  and  treasury,  and  operates 
independently  of,  and  yet  interdependently  with,  all  other  Sections  of  the 
Association,  under  the  common  constitution  and  by-laws.      The   mem- 
bership of  each  Section  is,  so  far  as  practicable,  recruited   from  a 
department  of  the  factory,  and  transfers  to  other  Sections  are  made 
possible  whenever  members  are  transferred  to  other  departments  for 
business  reasons.    When  necessary,  two  or  more  Sections  are  formed 
in  the  same  department. 

The  advantages  of  this  sub-division  are  obvious.    This  arrangement 
groups   together  for  mutual  aid  employes  in   a  department   who   are 
acquainted   with   each   other,   establishes   therefore   a   community   of 
active  interest  in  each  small  group  and  makes  the  choice  of  the  Board 
of  Directors  of  each  Section  more  truly  an  expression  of  the  will  of 
the  members  than  would  ordinarily  be  the  case  in  a  large  Associa- 
tion.    New  employes  of  the  department  are  quickly  approached  with 
a  request  to  Join,  and  will  be  usually  attracted  to  an  organization 
composed  of  fellow  workers  in  the  same  department,  when  they  might 
hesitate  to  join  a  large  Association  of  the  whole  factory.    On  account 
of  the  acquaintanceship  among  the  members  of  a  Section,  the  gen- 
uineness of  a  disability  claim  of  any  member  can  be  readily  estab- 
lished, and  fraudulent  practice  easily  checked.     Moreover,  under  this 
arrangement  the  secretary-treasurer  of  each  Section  can  collect  dues 
weekly  without  loss  of  more  than  two  or  three  hours,  and  at  the  time 
of  the   collection   can   personally   inform  the  members  of  the   condi- 
tions of  the  Section.    The  payment  by  the  Company  of  the  usual  wage 
to  the  secretaries  during  such  periods  is  neither  an  undue  financial 
burden  on  the  employer,  nor  is  it  subject  to  the  same  criticism  that 
was  made  in  reference  to  officials  paid  for  their  full  time.     Finally, 
a  division  of  the  whole  Association  into  small  Sections  gives  the  Com- 
pany an  opportunity  to  come  into  closer  touch  with  the  individual 
members  than  would  otherwise  be  the  case. 
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Each  Section  solicits  its  own  membership,  collects  its  own  dues,  r>eath  Risks 
and  compensates  for  disabilities  from  sickness  or  accident  of  its  own 
members.  All  Sections,  however,  have  pooled  their  death  risks  so 
as  to  distribute  this  more  expensive  risk  over  a  large  membership. 
To  this  end  a  fund  is  maintained  by  monthly  assessments  on  the  va- 
rious Sections,  and  from  it  all  payments  for  death  benefits  for  de- 
ceased members  of  the  whole  Association  are  made.     The  chairmen 

of  the  Sections  form  the  committee  in  charge  of  the  Fund,  and  their 

Powers  of 
prerogatives  extend  so  far  as  to  permit  the  granting  of  extra  dis-    Death  Fund 

ability  benefits  beyond  those  which  each  Section  may  give  under  the  ^o"™™**^®® 
constitution  and  by-laws.  Requests  for  emergency  benefits  are  referred 
to  the  committee  by  the  secretary  of  the  Section  whose  member  is 
to  receive  the  advantage,  and  are  then  promptly  transmitted  to  an 
investigating  board  of  three.  This  investigation  forms  the  basis  of 
action  by  the  whole  committee,  which  may  grant  a  loan,  give  a  lump 
sum  or  weekly  benefits  in  addition  to  those  guaranteed  by  the  Section, 
or  assume  the  expenses  for  special  medical  treatment  and  other 
necessaries  of  life. 

While  this  arrangement  gives  a  much  desired  fiexibility  to  the 
scheme  of  granting  benefits,  it  safeguards  itself  in  that  the  repre- 
sentative of  each  Section  serving  on  the  committee  naturally  scru- 
tinizes the  claims  made  by  other  Sections.  This  exercise  of  care  is 
still  further  fostered,  and  an  economic  administration  of  the  Fund 
assured,  by  the  provision  which  suspends  assessments  on  the  various 

Sections  whenever  the  amount  in  the  treasury  reaches  S2,000,  and  re-  ^^"<*  Kept 

Between  $1,000 

sumes  monthly  collections  only  when,  by  death  and  emergency  pay-  »nd  $2,000 
ments,  the  treasury  is  reduced  to  |1,000.  Experience  has  shown  that 
a  floating  treasury  with  a  |2,000  maximum  limit  is  sufficient  to  meet 
all  ordinary  payments.  In  order,  however,  to  carry  still  further  the 
aim  of  minimizing  contributions  by  the  Sections  to  the  Death  and 
Emergency  Benefit  Fund,  the  committee  of  the  latter  arranges  for 
and  assumes  charge  of  the  social  activities  of  the  Association,  the 
proceeds  of  which  are  turned  into  the  general  fund.     At  the  same 
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Funds  of 
E^ch  Section 
Vary  Between 
1200  and  |300 
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time,  the  infusion  of  a  wholesome  social  spirit  into  the  Association 
produces  beneficial  results. 

The  same  policy  or  economy  is  also  applied  to  each   individual 
Section,  which,  under  the  constitution  and  by-laws  is  directed  to  dis- 
continue the  collection  of  weekly  dues  from  its  members  as  soon  as 
its  treasury  contains  $300  or  more,  and  to  call  for  dues  again  when 
the  payment  of  disability  benefits,  assessments  to  the  General  Fund, 
and  other  expenses  have  reduced  the  balance  in  the  treasury  to  ^200. 
The  desire  for  an  economical  administration  in  each  Section  stimulates 
the  effort  to  discontinue   general   assessments  by   economy    in    the 
Emergency  and  Death  Benefit  Fund,  and  to  compensate  only  for  just 
disability  claims  when  the  same  are  supported  by  an  investigation 
of  the  visiting  committee,  or  by  other  evidence.    In  each  case,  unless 
the  disabled  member  is  so  far  removed  from   Lynn  as  to   make  a 
personal  investigation  by  a  visiting  committee  impracticable,  every 
claim    for   disability   benefits   is    investigated   weekly   by    a    visiting 
committee,  composed  of  members  of   the  claimant's   Section.      The 
tendency  for  economy  is  still  further  promoted  by  a  wholesome  rivalry 
between  the  different  Sections,  each  of  which  desires  to  afford   to 
its  members  the  cheapest  insurance  through  frequent  suspension  of  the 
payment  of  dues. 

In  this  way  members  of  many  Sections  have  been  insured  by  pay- 
ing weekly  dues  duiing  a  part  of  the  year  only.     While  the  consti- 
tution and  by-laws  provide  for  weekly  dues  of  10  cents  during  the 
periods  of  collection,  statistics  show  that  the  average  dues  per  year 
per  member  amount  to  not  more  than   $4.00,  or  about   8  cents   per 
week.     In   return   for   this   small   contribution,   the   members   secure 
a  life  insurance  of  $100,  and  a  disability  insurance  of  $6  per  week 
for  male,  and  $5  per  week  for  female   members,  for  a  total  period 
of  not  more  than  14  weeks  in  each  consecutive  12  months;  and,  fur- 
thermore, they  are  assured  of  additional  emergency  benefits  when  a 
claim  for  such  seems  justified  in  the  judgment  of  the  general  commit- 
tee.   Thoughtful  consideration  will  readily  prove  that  it  is  better  for 
all  concerned  to  limit  the  statutory  obligations  for  disability  benefits 
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to  a  relatively  short  period,  and  to  transfer  further  obligations  to  the 

Emergency  and  Death  Benefit  Fund,  where  each  case  can  be  dealt 

with  according  to  its  particular  needs  and  in  a  more  liberal  manner. 

Although  the  constitution  and  by-laws  provide  for  a  sub-division  of 

the  whole  Association  into  small  bodies,  the  latter  are  at  the  same  time 

placed  on  the  same  basis  of  operation,  and  are  again  brought  into 

close  correlation  through  the  Emergency  and  Death   Benefit  Fund, 

through  social  activities  involving  the  whole  Association,  and,  finally.  General  Chair- 
man Appointed 
through    the  general   chairman.     The  latter,  who   is   the  only  official  by  Company 

Acts  in  Ad- 
of  the  Association  and  the  chairman  of  the  general  fund,  is  appointed  visory  Capacity 

by  the  Company,  but  with  this  selection  the  statutory  infiuence  of  *°  Association 
the  Company  ceases.  The  functions  of  the  general  chairman  are  to 
guard  the  interests  of  the  whole  Association,  to  stimulate  the  various 
officers  and  committees,  and  to  keep  all  Sections  within  the  bounds 
of  constitutional  limitation.  Though  he  is  not  vested  with  any  execu- 
tive authority,  save  that  which  a  Section  may  delegate  to  him  from 
time  to  time,  his  real  power  lies  in  the  personal  influence  which  he 
may  be  able  to  exert;  and  this  infiuence  will  be  strengthened  and  en- 
larged to  the  degree  to  which  he  will  keep  it  clearly  before  all  mem- 
bers that  his  counsel  and  suggestions  are  only  of  an  advisory  nature, 
and  do  not  need  to  be  accepted  by  the  Sections  unless  their  contrary 
action  may  confiict  with  the  provisions  of  the  constitution  and  by- 
laws. The  Emergency  and  Death  Benefit  Fund  Committee  offers 
to  the  general  chairman  an  excellent  opportunity  to  discuss  the  wel- 
fare of  the  Association  as  a  whole,  and  of  the  individual  Sections,  and 
to  shape  the  thought  of  the  chairmen  of  the  various  Sections,  through 
whom  his  infiuence  may  be  brought  home  to  the  membership  at  large,  stands  Be- 
Finally,  holding  his  finger  on  the  pulse  of  the  membership  on  the  ^^^^^  Com- 
pany and 

one  side,  and  having  the  ear  of  the  Company  on  the  other  side,  the  Members  of 

Different 
general  chairman  can  work  to  the  benefit  and  advantage  of  both  In-  Sections 

terests,  and  he  will  fill  this  dual  position  so  much  the  better  the  more 

fairly  and  impartially  he  deals  with  both  sides. 

During  eight  years  as  general   chairman  of  the  Association,  my 

advice  has  been  asked  in  hundreds  of  cases,  either  as  to  an  interpre- 
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tation   of   the   constitution   and   by-laws,   or   to   the   extent    to    which 
liberality  and  leniency  might  properly  be  carried  in  individual  cases. 
In  regard  to  the  latter  point,  I  have  always  advocated  tliat  inasmuch 
as  the  Association  was  formed  primarily  for  mutual  help  in  favor  of 
those  in  distress,  no  claim  of  a  disabled  member  nor  of   the   heirs 
of  the  deceased  should  be  refused,  unless  the  invalidity  of  the  claim 
or  its  fraudulent  character  can  be  shown  conclusively;  and,  further. 
I  have  maintained  that  it  is  better,  with  the  limited  funds  on  hand, 
to  give  a  little  to  many  rather  than  to  give  much  to  a  few.     In  re- 
gard to  the  interpretation  of  the  constitution  and  by-laws,  on  the  other 
hand,  my  advice  has  always  been  to  follow  the  spirit  of  the  constitu- 
tion rather  than  the  strict  letter  of  its  provisions;  and  I  have  pointed 
out  again  and  again  the  oft-recurring  phrase  in  the  Constitution  which 
makes  the  decision  of  the  Board  of  Directors  in  a  Section  final  and 
conclusive  as  to  proof  of  alleged  facts.    At  this  moment  I  can  hardly 
recall  a  single  instance  in  which  a  Section,  or  the  Association  as  a 
whole,  deliberately  disregarded  my  advice,  and  I  attribute  this  con- 
dition to  the  belief  that  the  employes,  because  they  realized  their  own 
power  in  the  premises,  proceeded  naturally  with  care  and  were  con- 
sequently willing  and  anxious  to  seek  and  take  counsel.    To  make  the 
members  of  the  Association  still   more  conservative  and   deliberate 
in  the  disbursements  of  the  funds,  I  have  taken  every  opportunity  to 
remind   them   of  the   fact  that   they   themselves   are   paying   for   all 
benefits  out  of  their  weekly  dues,  without  any  contribution  on  the  part 
of  the  Company,  and  that,  therefore,  the  whole  responsibility  for  and 
duty   of   maintaining   the    Association    in    good    condition    and    on    a 
sound   financial   basis,   must    rest   squarely   on   the   shoulders   of  the 
members  themselves.     It  must  not  be  inferred  from  this  statement, 
however,  that  the  General  Electric  Company  does  not  take  an  ade- 
quate financial  interest  in  the  Association,   for  the   Company   bears 
the   whole   administrative   expense,   which   includes    the   payment   of 
wages   to   the  secretaries   for   the   time   consumed   in   collecting  dues, 
and  to  members  of  the  Board   of  Directors  when  in  attendance  at 
monthly  or  special  meetings.    The  Company  has  repeatedly  expressed 
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its  willingness  and  desire  to  contribute  to  the  funds  of  the  Associa-   Company's  Aid 

Not  Required 

tion,  but  such  offers  have  always  been  declined  by  me  with  thanks. 
In  doing  this  I  believe  I  have  acted  in  accordance  with  the  wishes 
of  the  members  at  large,  whose  natural  pride  has  prompted  the  de- 
sire to  maintain  their  own  organization  for  their  own  direct  benefit 
and  by  their  own  efforts,  as  long  as  this  can  be  done  without  any 
outside  assistance. 

A  recent  extension  of  the  scope  of  work  of  the  Association  is  meet-   special  Loan 

ing   with    much   approval.     Heretofore   a   disabled    member   was   ade-  E,^^^  Grants 

Tempore  ry 

quately  taken  care  of  through  benefits  paid  by  his  Section,  and,  where   Loans  to 

Worthy 
necessary,  through  emergency  benefits  from  the  general   fund.     Mem-  Members 

bers  in  good  health,  however,  could  not  obtain  any  financial  assistance 
from  the  Association,  although  they  might  be  much  in  need  of  such 
assistance,  especially  after  a  prolonged  period  of  disability.  It  was, 
therefore,  decided  to  establish  the  "Loan  Fund  of  the  T.  H.  M.  B. 
Association,"  which  shall,  under  proper  regulations  and  restrictions, 
grant  temporary  loans  to  worthy  applicants.  Accordingly,  it  was 
arranged  to  divert  |1,000  of  the  proceeds  of  the  next  entertainments 
of  the  Association  to  the  Loan  Fund,  which  amount  may  be  in- 
creased at  some  future  time  upon  proper  authority  of  the  Emergency 
Fund  Committee.  The  Loan  Fund  has  been  placed  in  charge  of  a 
Board  of  three  Trustees,  with  the  General  Chairman  as  Chairman  and 
Treasurer,  and  the  two  other  Trustees  selected  by  and  from  the  mem- 
bers of  the  Emergency  Fund   Committee. 

Any   member  of  the  Association   in   good  standing  who  has  been 

Association 
a  member  for  at  least  one  year,  shall  be  entitled  to  a  temporary  loan,   Fully 

which    shall    be   paid    back   without   interest   In   such   weekly    instal-  ^^g^lnst  Loss 

ments,   by  order  on   the   Paymaster,  as  the  Board  of  Trustees  may 

decide.     A  member   receiving   a  loan   must,   however,   agree  that    In 

case  of  his  death  prior  to  the  cancellation  of  the  loan,  the  then  unpaid 

amount  of  the  loan  shall  be  deducted  from  the  death  benefit  of  $100 

due  him   from   the  Association.     In  specially  needy  cases,  of  course. 

where   the  heirs  of  the  deceased  should  receive  the  full  amount  of 

$100.   it   will   be  within   the  province  of  the   Emergency  Fund   Com- 
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mittee  to  grant  an  emergency  death  benefit  equal  to  the  amount 
withdrawn  for  the  concellation  of  the  loan.  The  Loan  Fund  Is  there- 
fore protected  fully  in  regard  to  members  who  might  die  before  the 
cancellation  of  the  loan  and  those  who  remain  in  the  service  of  the 
Company.  Only  when  members  leave  the  service  of  the  Company 
befcre  having  repaid  the  loans  granted  to  them,  is  the  Loan  Fund  In 
danger  of  loss;  yet  the  number  of  such  instances  can  be  minimized 
by  proper  care  on  the  part  of  ihe  Board  of  Trustees  in  investigating 
the  requests  for  loans. 

The  Thomson-Houston  Mutual  Benefit  Association  was  founded 
eight  years  ago  with  one  Section  and  100  members;  during  the 
following  years  the  membership  increased  steadily,  except  during  the 
year  1907-8,  when  business  depression  necessitated  the  suspension  of 
many  employes.  On  October  1,  1910,  the  Association  could  boast  of 
4,785  members  distributed  over  33  Sections,  and  since  that  time  the 
membership  has  been  further  augmented,  and  today  includes  fully 
6,000  employes.  This  represents  a  very  gratifying  proportion  of  the 
total  number  of  employes. — about  10.000, — considering  the  always 
present  floating  element  among  employes  who  have  no  desire  to 
join  such  an  organization,  and  the  rather  large  number  of  those 
already  insured  against  disability  and  death  through  fraternal  organ- 
izations or  insurance  companies.  Furthermore,  it  should  be  remem- 
bered that  the  Lynn  works  employ  nearly  2,000  working  girls  who, 
as  a  class,  are  not  educated  up  to  the  value  of  insurance  and  are  not 
trained  for  co-operative  effort.  The  influence  of  the  Association  will, 
no  doubt,  make  itself  felt  more  and  more  as  time  goes  on.  and  it  is 
hoped  that  eventually  most  of  the  employes  will  be  included  in  its 
membership. 

Should  we  desire  to  measure  the  success  of  the  Association,  we 
would  naturally  turn  to  figures  as  representing  the  financial  benefits 
distributed  among  the  members.  Thus,  we  find  that  the  Association 
disbursed  during  the  year  which  ended  on  October  1,  1910,  $17,459.65, 
of  which  $14,163.80  were  paid  for  disability  benefits  to  690  beneficiaries, 
1495.85  for  emergency  benefits,  and  $2,800  for  death  benefits  to  the 
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legal  heirs  of  28  deceased  members;  yet  the  treasuries  of  the  Associa- 
tion contained  |8,502.58  of  unexpended  moneys  when  the  new  fiscal 
year  opened.  The  financial  value  of  the  mutual  insurance  plan,  how- 
ever, is  still  better  illustrated  by  the  distribution  of  $92,962.35  during 
the  eight  years  of  the  Association's  existence,  of  which  $77,176  were 
paid  for  disability  benefits  to  2,862  beneficiaries,  $1,139.85  for  emei^ 
gency  benefits,  and  $14,646.50  for  death  benefits  to  the  legal  heirs 
of  149  deceased  members.  This  is  indeed  a  splendid  tribute  to  the 
usefulness  of  the  Association,  and  its  significance  lies  in  the  fact  that 
this  large  sum  of  money  was  contributed  entirely  by  the  employes 
themselves,  who  willingly  paid  over  their  10-cent  pieces  week  by  week 
In  order  that  they  might  thereby  assist  their  more  unfortunate  co- 
workers, and,  at  the  same  time,  make  some  provision  for  themselves 
should   periods   of   distress    befall    them. 

These  figures,  big  as  they  are,  however,  reveal  only  one  side  of    Relations 

the  picture;   the  other  side  has  to  do  with  the  spirit  of  fellowship   Between 

Company  an 

which  has  grown  up  among   the  members   of  the  Association,   and    Employes 

Improved 
with  the  friendly   relatioub   which  have  been   fostered   between   the 

Association  as  a  whole  and  the  Company.    This  value  should  not  be 

underrated. 

Many  plans  have  been  suggested  for  an  extension  of  the  scope  and 
usefulness  of  the  Association,  and  there  is  well-grounded  hope  that 
some  of  these  will  be  carried  into  effect  before  long.  One  of  the 
plans  advocates  the  purchase  of  a  suitable  farm  by  the  Association, 
which  would  serve  as  a  home  and  outdoor  working  place  for  con- 
valescent members,  and  also  as  a  vacation  resort;  it  is  hoped 
at  the  same  time  that,  with  scientific  farming  and  the  sale  of  the  farm 
products  to  the  factory  restaurant  of  the  Lynn  works,  the  farm  may 
also  yield  an  additional  revenue  to  the  Association. 

Another  plan  contemplates  the  establishment  of  lecture  courses,   Association*! 

through  which  the  members  may  be  afforded  the  pleasure  of  increased   ^^iP^  ^o  be 

Extended 

knowledge  on  interesting  subjects  of  timely  importance,  and  receive 
instruction  in  first  aid  treatment  of  injured  persons,  the  use  of  safety 
appliances,  and  the  prevention  of  accidents. 
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The  Thomson-Houston  Mutual  Benefit  Association  at  West  Lynn. 
Mass.,  represents  truly  a  democracy— a  government  of  the  members, 
by  the  members,  and  for  the  members.  Not  unlike  the  United  States 
of  America  (if  such  presumptuous  comparison  may  be  permitted), 
the  Association  is  composed  of  individual  self-governing  Sections,  each 
bearing  the  cost  of  its  own  administration  and  being  supported  for 
this  purpose  by  taxation  of  its  own  members.  All  Sections  are  operat- 
ing under  the  constitution  of  the  Association,  and  the  interpretation 
of  the  provisions  of  the  constitution  and  the  power  of  enforcing  its 
observance  by  all  Sections  have  been  lodged  with  a  central  department, 
that  of  the  general  chairman.  Finally,  as  the  individual  states  of  the 
Union  have  delegated  to  the  Federal  government  certain  functions, 
like  the  conduct  of  the  postal  system,  so  have  the  Sections  deleg^ated 
to  the  Association  as  a  whole  the  payment  of  death  benefits  and 
emergency  benefits,  as  well  as  other  matters  that  can  better  be  at- 
tended to  by  the  whole  Association  than  by  individual  Sections. 
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